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When,  in  July  1894,  Professor  Goldwin  Smith  thanked  the 
writer  for  his  little  tract  upon  the  Science  of  Money,  he 
added  these  weighty  words  :  "If  people  had  only  taken  the 
pains  to  get  clear  ideas  on  some  very  simple  points,  an  ocean 
of  controversy  on  currency  and  economics  generally  might 
have  been  spared."  The  prominence  given  in  the  present 
pamphlet  to  the  world's  six  monetary  and  currency  inter- 
mediaries and  the  truths  flowing  from  the  refutation  of  Mill's 
dogma  may  be  found  to  aid  such  students  as  are  endeavouring 
to  form  a  new  chart  of  money,  since  it  has  proved  to  the 
writer  a  valuable  connecting  piece  in  the  work  which  binds 
together  his  teaching  upon  the  constitution  and  functions  of 
money  as  dist'nguished  from  partially  valuable  and  worthless 
intermediaries. 

The  writer's  estimate  of  the  very  vast  world-wide  impor- 
tance of  the  subject  of  this  pamphlet,  especially  to  the 
inhabitants  of  the  British  Isles,  impelled  him  to  send  it  to 
the  members  of  the  British  Cabinet  and  a  few  others,  as  it 
appeared  in  consecutive  numbers  of  the  weekly  journal,  The 
Accountant. 


December  1895. 


THE  WORLD'S  PRICES 

AND 

MONETARY  &  CURRENCY  EXCHANGES. 


The  effects  upon  International  Interchanges  produced 
by  the  combined  operation  of  Prices  and  Foreign 
and  Colonial  Monetary  and  Currency 
Exchanges. 


By  JOHN  HENRY  NORMAN. 


In  Jevons's  preface  to  his  book  Money  (London  1875)  he 
wrote  :  "  There  is  much  to  be  learned  about  money  before 
entering  upon  those  abstruse  questions  which  barely  admit 
of  decided  answers.  In  studying  a  language  we  begin  with 
the  grammar  before  we  try  to  read  or  write.  In  mathe- 
matics, we  practise  ourselves  in  simple  arithmetic  before  we 
proceed  to  the  subtleties  of  algebra  and  the  differential  cal- 
culus. But  it  is  the  grave  misfortune  of  the  moral  and 
political  sciences,  as  well  shown  by  Mr.  Herbert  Spencer  in 
his  Study  of  Sociology,  that  they  are  continually  discussed 
by  those  who  have  never  laboured  at  the  elementary  gram- 
mar or  the  simple  arithmetic  of  the  subject.  Hence,  the 
extraordinary  schemes  and  fallacies  every  now  and  then 
put  forth."  The  subject  the  writer  is  dealing  with  is  not 
touched  in  Money.  The  acceptation  of  MilVs  dogma  "That 
the  substitution  of  money  for  barter  makes  no  difference  in 
exports  or  imports,  nor  in  the  law  of  international  values," 
would  naturally  cause  political  economists  to  be  satisfied 
with  the  laws  of  barter,  and  take  it  for  granted  that,  having 
mastered  the  subject  of  interchanges  by  that  means,  they 
therefore  understood  interchanges  by  means  of  intermedia- 
ries. If  it  be  established  that  Mill's  teaching  is  not  only 
sound  if  confined  to  one  country,  and  would  be  sound  if  all 
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the  world  effected  its  international  interchanges  by  means 
of  the  same  intermediary,  but  that  the  fact  of  there  being 
now  six  intermediaries  completely  alters  the  case,  then  it 
follows  that  the  expectation  entertained  by  many  authori- 
ties that  Bagehot's  dogma  would  be  fulfilled  never  should 
have  been  entertained.  Bagehot's  dogma  "  That  in  the 
event  of  a  fall  in  the  price  of  silver  there  would  be  a  rise  of 
general  prices  in  silver  standard  countries,"  naturally  arose 
out  of  Mill's  teaching,  and  facts  have  disproved  its  accuracy. 

The  object  of  this  paper  is  to  set  forth  more  fully  and 
clearly  than  the  writer  has  ever  yet  done  the  combined  in- 
fluence upon  international  interchanges  of  six  different 
descriptions  of  prices  and  the  six  different  descriptions  of 
the  world's  present  foreign  and  colonial  monetary  and  cur- 
rency exchanges.  By  this  means  some  further  help  may 
be  afforded  to  the  acquirement  of  "  a  masterly  skill  in  bullion 
and  coin."  The  order  of  procedure  will  be — an  exposition 
of  the  meanings  attached  to  each  of  the  world's  chief  moneys 
of  account,  interspersed  with  remarks  upon  currencies,  to  be 
followed  by  a  demonstration  of  the  combined  effect  of 
prices  and  the  foreign  and  colonial  exchanges  upon  inter- 
national interchanges. 

The  World's  Chief  Moneys  of  Account. 

Each  civilised  and  semi-civilised  country  of  the  world  has 
a  chief  money  of  account,  such  as  the  pound,  the  franc,  and 
the  dollar.  The  question  is,  What  are  the  meanings  of 
these  words  ?  The  meanings  have  changed  and  are  changing. 

The  British  Pound. — A  pound,  or  sovereign,  of  the  British 
Isles  is  a  monetary  sign  for  a  stamped  lump  of  metal  called 
a  coin,  which  contains  7*322427  grams,  or  113-0016  troy 
grains  of  pure  gold  ;  gold  being  the  standard  substance  and 
measure  of  value  where  this  weight  of  gold  is  the  chief 
money  of  account,  is  not  burdened  with  any  coinage  charge, 
and  where  paper  currency  is  at  par  with  it.  This  currency 
is  a  scientific  automatic  gold  one.  The  money  of  account 
in  Australasia  is  also  a  pound,  but  there  is  a  coinage  charge 
of  1  per  cent.  This  charge  of  1  per  cent,  adds  1  per  cent,  to 
the  purchasing  power  of  the  113-0016  troy  grains  in  the  pound 
in  the  internal  interchanges  effected  in  those  lands.  Paper 
currency  is  at  par  with  gold  there,  consequently  the  currency 
is  effective  gold-cum-coinage  charge. 
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A  scientific  automatic  monetary  system  must  consist  of  a 
substance  which  shall  be  both  the  measure  of  value  and  the 
means  of  payment  to  the  people  possessing  the  monetary 
system.    Its  primary  object  is  to  facilitate  the  interchanges 
between  the  inhabitants  of  a  country,  and  to  get  rid  of  the 
cumbrous  interchanges  by  means  of  barter.  And  a  secondary 
but  no  less  important  object,  is  to  possess  one  substance 
which  shall  prove  as  invariable  a  measure  of  value  as 
possible  with  respect  to  deferred  obligations  in  the  country 
using  the  monetary  intermediary.    The  British  Isles  and 
most  of  the  Colonies  of  the  British  Empire  possess  a 
scientific  automatic  gold  monetary  system.    The  following 
is  what  is  meant  by  a  scientific  automatic  monetary  system. 
The  substance  must  be  received  at  mints  or  by  the  State  in 
unlimited  quantities  from  any  place  or  person  ;  it  must  be 
fitted  for  use  as  merchantable  bullion  and  coin  if  made  of  metal ; 
it  must  be  unfettered  and  unfavoured  so  far  as  Government 
can  make  it  so,  therefore  there  must  not  be  any  coinage 
charge  ;  it  must  be  made  receivable  by  the  State  for  all  obli- 
gations to  it,  and  appointed  unlimited  legal  tender  through- 
out the  country  or  countries  using  it.    It  is  not  necessary 
that  all  countries  should  possess  mints,  but  it  is  essential 
that  the  measure  of  value  and  means  of  payment  should 
consist  of  one  unfettered  and  unfavoured  substance.  Where 
such  a  currency  exists,  tokens  for  it  may  be  prudently  used 
as  in  the  British  Isles,  where  one  shilling  is  the  token  for  the 
20th  part  of  a  pound  or  5-65  troy  grains  of  pure  gold,  and 
pence  of  which  one  penny  is  the  token  for  the  240th  part  of 
a  pound,  or  -471  of  a  grain  of  pure  gold,  but  neither  silver 
nor  copper  are  unlimited  legal  tender.    No  more  than  40 
shillings  are  legal  tender  in  one  payment,  nor  more  than 
12  pence  ia   one  payment.    A  judicious   issue   of  notes 
payable  on  demand  is  consistent  with  a  scientific  automatic 
metal  monetary  system,   provided   the  greatest   care  is 
exercised  that  there  is  an  adequate  reserve  of  the  standard 
substance  to  meet  the  issue  of  notes  payable  on  demand 
during  the  times  of  distrust  of  them.    The  standard  sub- 
stance of  a  country  should  be  at  all  times  its  most  liquid 
wealth.    This  cannot  be  unless  the  notes  issued  by  the  State 
or  banks  on  demand  are  at  all  times  convertible  into  the 
standard  substance.  If  all  the  notes  on  demand  in  a  country 
are  issued  by  a  bank  or   banks  without  the  unlimited 
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Government  support  at  their  backs,  and  that  support  on 
emergencies  forthcoming  in  gold,  should  a  general  failure  to 
encash  them  take  place,  the  country  thus  banked  would  be 
bankrupt.  The  result  might  be  a  premium  in  notes  for  gold, 
and  the  displacement  of  a  gold  monetary  system  by 
an  inconvertible  paper  currency,  which  might  last  for  years. 
The  credit  of  a  country  which  aspires  to  a  scientific  auto- 
matic monetary  system  must  be  better  than  a  bank,  or  any 
number  of  banks  ;  and  the  safest  issue  of  notes  payable  on 
demand  is  the  State  issue  of  them.  It  is  the  first  duty  of  a 
State  that  can  acquire  a  scientific  automatic  monetary 
system  to  take  measures  to  preserve  it  in  the  times  of  dis- 
trust of  all  credit  instruments,  State  instruments  included, 
Nothing  short  of  a  sufficiency  of  the  standard  substance 
can  secure  this.  To  acquire  and  hold  a  sufficiency  of  the 
standard  substance  to  ensure  this  is  of  vital  importance  to  a 
country.  It  should  be  acquired  and  maintained  at  the  cost 
of  the  whole  country  if  necessary.  The  standard  substance 
in  reserve  for  the  purpose  of  payment  of  the  notes  on 
demand  when  required  in  the  course  of  trade,  &c,  cannot  be 
making  interest.  The  look-up  of  the  standard  substance 
should  not  be  looked  upon  as  a  loss  which  might  prudently 
be  saved.  The  use  of  the  intermediary  is  secured  in  the 
notes,  and  but  for  the  notes  gold  would  have  to  do  the  work. 
The  standard  substance  alone  is  the  only  adequate  reserve 
in  the  times  of  distrust  of  State,  or  bank,  notes  on  demand. 
This  standard  substance,  this  most  liquid  wealth  of  a 
country,  is  obtained  and  maintained  through  international 
interchanges  ;  and  in  the  present  position  of  many  trading 
countries  they  can  neither  maintain  nor  obtain  their  pro- 
fessed standard  substance,  and  are  obliged  to  carry  on  their 
international  interchanges  of  commodities  for  commodities 
by  means  of  currencies  consisting  of  silver-cum-coinage 
charge,  silver-cum-counter  charge,  and  inconvertible  paper. 
The  writer  considers  that  it  is  essential  in  teaching  the  sub- 
ject of  money,  i.e.,  the  standard  substance,  to  strip  it  of 
monetary  signs.  Had  the  only  sign  been  the  weight  all 
down  the  ages  from  the  practice  of  Abraham,  it  cannot  be 
supposed  that  it  would  have  arrived  at  the  present  very 
wretched  state  of  some  of  its  six  different  currencies. 
Assume  that  the  currencies  of  all  the  trading  countries  of 
the  world  consisted  to-day  of  scientific  automatic  gold,  then 
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Mill's  dogma  "That  the  substitution  of  money  for  barter 
makes  no  difference  in  exports  and  imports,  nor  in  the  law 
of   international    values,"    would   be    perfectly  sound. 
Under  the  head  of  a  British  pound — 

I.  — A  scientific  automatic  gold  measure  of  value  has 

been  described. 
Under  the  head  of  an  Australian  pound— 

II.  -  An  effective  gold-cum-coinage  charge  measure  of 

value  has  been  described. 

A  French  Franc. — A  franc,  a  lire,  a  peseta,  a  drachma,  a 
lev,  a  leo,  and  a  dinar,  each  express  in  a  monetary  sign  the 
same  weight  of  pure  gold,  viz.,  -290324  gram  or  4-4803  troy 
grains,  or  4-5  grams  or  69*4455  troy  grains  of  pure  silver, 
this  being  at  the  ratio  of  15£  parts  of  silver  to 
one  part  of  gold.  These  terms  convey,  or  should  convey, 
these  two  weights  of  gold  and  silver  to  the  minds  of  the 
inhabitants  of  these  nine  countries,  because  they  circulate 
as  of  the  same  value,  though  the  world-wide  ratio  is  now 
about  thirty  parts  of  silver  to  one  part  of  gold.  A  20-franc 
gold  coin  is  that  generally  met  with  in  France,  &c.  The 
smallest  gold  coin  of  France  is  for  5  francs,  one  gold  franc 
being  the  one-fifth  of  its  weight.  For  many  years  prior  to 
1873  people  generally  attached  the  same  meaning  to  the 
words.  To-day,  many  of  these  countries  possess  inconvertible 
paper  currencies  based  upon  either  of  the  foregoing 
weights  of  the  two  metals ;  whilst  three  or  four  of  them 
conduct  their  international  interchanges  upon  gold,  there- 
fore to  the  general  trading  world  the  idea  conveyed  by  the 
franc,  &c,  is,  or  should  be,  4-4803  troy  grains  of  pure  gold 
only.  The  silver  coins  circulating  in  those  countries  are 
only  tokens  of  the  gold  just  as  a  shilling  is  in  the  British 
Isles  ;  the  only  difference  being  that  in  these  European  con- 
tinental countries  they  are  unlimited  legal  tender,  whereas 
in  the  British  Isles  the  shilling  and  its  multiples  and  frac- 
tions in  silver  are  not. 

The  United  States,  dc,  Dollar.  —  At  one  time,  in 
the  United  States  of  North  America,  previous  to  1873, 
either  by  custom  if  not  by  law,  the  meaning  attached 
to  the  word  dollar  was  both  a  weight  of  silver  and  a 
weight  of  gold,  and  it  is  now  only  just  beginning  to  be 
learnt  that  the  true  and  only  meaning  to  be  attached  to 
their  chief  money  of  account,  the  dollar,  is  1-50464  grams, 
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or  23*22  troy  grains,  of  pure  gold,  and  that  the  silver  dollar 
of  24-0567  grams,  or  371*2514  troy  grains,  of  pure  silver, 
showing  a  ratio  between  the  metals  of  16  parts  of  silver 
to  one  part  of  gold,  is  only  a  token  like  the  shilling  or  the 
silver  franc.  In  the  United  States  of  America  the  gold 
currency  consists  of  coins  of  20,  10,  5,  and  2£  dollars,  which 
contain  pure  gold,  the  multiples  of  23*22  troy  grains 
of  pure  gold.  There  is  no  gold  coinage  charge.  When 
the  world  realises  that  an  essential  condition  of  a 
scientific  automatic  measure  of  value  for  each  country 
is  that  it  can  only  be  made  out  of  one  unfettered  and  un- 
favoured commodity,  President  Cleveland's  consistent  re- 
sistance of  bimetallism  for  the  currency  of  the  United 
States  will  have  prominent  notice  in  the  history  of  his  time 
as  a  gallant  and,  it  is  to  be  hoped,  successful  fight,  which  at 
one  period  appeared  to  centre  in  himself.  Having  read  some 
of  the  tracts  issued  by  the  Sound  Currency  Committee  of 
the  city  of  New  York,  U.S.A.,  the  writer  cannot 
refrain  frjm  stating  the  apprehension  which  he  feels 
that  the  Government  of  the  States,  even  though 
they  may  be  fully  alive  to  the  p  tramount  importance  of 
possessing  a  reserve  of  gold,  not  only  sufficient  to  meet  the 
demands  of  home  and  international  commerce,  and  of  home 
and  international  financial  operations,  but  also  to  ensure  the 
encashment  of  notes  on  demand  during  times  of  a  distrust  of 
the  same,  they  may  be  unable  to  pass  legislative  measures 
which  would  be  calculated  to  ensure  the  same  for  the  present 
and  the  future.  The  increasing  competitive  struggle  between 
the  countries  of  the  world  is,  to  an  enormous  extent,  little 
at  present  apprehended,  bound  up  with  the  six  different 
descriptions  of  prices  and  six  different  descriptions  of 
monetary  and  currency  exchanges.  This  may  be  shown  in 
the  course  of  these  papers.  It  must  be  understood  that 
when  a  scientific  automatic  monetary  system  is  mentioned, 
that  system  is  meant  in  which  the  Government  does  nothing 
to  fetter  or  favour  the  standard  substance,  not  even  by  the 
imposition  of  a  coinage  charge.  The  desire  is,  that  the 
substance,  be  it  gold  or  silver,  should  be  precisely  the  same 
measure  of  value  whether  in  the  shape  of  bullion  or  coin,  so 
that  real  money,  the  standard  substance,  not  its  tokens  nor 
promises  to  pay  it,  is  thus  accurately  defined:  "The 
standard  substance,  both  in  the  shape  of  bullion  and  coin, 
appropriated  to  currency  purposes."    The  value  of  gold  or 
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silver  is  not  the  same  in  one  place  as  it  is  in  another  ;  the 
cost  of  carriage  and  handling  and  dealing  with  it  enhances 
its  value.  No  notice  is  taken  of  this,  because  it  cuts  both 
ways.  The  charges  of  removal  from  country  A.  to  country  B. 
enhances  its  value  in  B.  But  the  same  charge  for  removing 
it  back  from  B.  to  A.  diminishes  its  value.  In  the  United 
States  of  America  there  is  no  coinage  charge.  In  the  countries 
using  the  gold  franc  there  is  a  small  coinage  charge. 
Scientifically  considered,  therefore,  the  term  franc  should 
not  only  convey  the  idea  of  its  weight  in  pure  gold,  but  also 
the  coinage  charge,  whatever  it  may  be.  Wherever  there  is 
a  coinage  charge  on  gold  there  is  a  (II.)  gold-cum-coinage 
charge  system. 

The  China  Tael. — The  chief  money  of  account  of  China 
is  a  tael.  It  seems  a  very  short  time  since  the  writer  took 
six  months,  with  the  aid  of  the  experts  in  the  foreign 
and  colonial  exchanges,  to  arrive  at  the  correct  weight 
of  pure  silver  which  is  properly  attached  to  the  word. 
There  is  no  such  coin.  The  meaning  conveyed  by  this 
word  is,  or  should  be,  a  Chinese  weight  equivalent 
to  33-2455  grams,  or  5130572  troy  grains  of  pure 
silver.  In  China,  therefore,  down  to  the  present  moment, 
there  still  continues  to  exist  the  true  Abrahamic  principle  of 
dealing  with  true  money.  The  tael  is  a  weight  just  as  the 
shekel  was  a  weight.  If  the  Chinese  have,  as  I  presume  tc 
think  that  they  may  have,  as  a  necessary  sequence  to  the 
principle  of  weight  instead  of  monetary  signs,  stripped  off 
the  world's  monetary  signs  and  possess  tables  in  their  weights 
equivalent  to  the  world's  different  weights,  and  also  use  the 
variable  ratio  between  the  metals,  the  foreign  and  colonial 
exchanges  of  the  world's  gold  and  silver  must  have  appeared 
to  them  of  the  simplest  character.  The  Chinese  system  of 
money  neither  fetters  nor  favours  silver.  There  being  no 
coin,  a  coinage  charge  cannot  be  imposed.  A  certificate  of 
the  genuineness  of  the  weight  of  pure  silver  is  stamped  upon 
each  lump  of  metal,  but  the  writer  is  not  aware  that  the 
stamping  is  a  Government  function.  III. — China,  there- 
fore, has  a  scientific  automatic  silver  monetary  system. 
During  the  study  of  the  subject  of  money  it  has  been  the 
writer's  good  fortune  to  meet,  at  the  Consulate  in  London 
and  at  the  Yokohama  Specie  Bank,  a  good  number  of 
Japanese  gentlemen,  whom  he  has  found  deeply  interested 
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in  the  subject.  Having  a  considerable  acquaintance  among 
experts  in  the  foreign  and  colonial  exchanges  and  bankers, 
it  is  grievous  to  the  writer  to  find  these  latter  generally 
behind  the  Japanese  in  keenness  and  perception  of  the  sub- 
ject and  the  vast  problems  connected  therewith.  This  is 
not  to  the  disparagement  of  two  or  three  acquaintances  of 
other  nationalities  who  are  experts  in  the  exchanges,  and  who, 
most  likely,  know  more  than  any  of  the  Japanese  gentlemen 
above  alluded  to.  In  the  June  publication  of  the  British 
Economic  Association,  under  the  head  of  "  Recent  Publica- 
tions and  New  Books,"  there  is  Tsuchiko  :  Foreign  Ex- 
changes Explained  (Garksku-Kawase-Shaiskai),  220  pp.,  55 
cents,  with  this  note  :  "  Published  in  Japan.  This  book  is 
divided  into  15  chapters,  which  abound  in  tables  and  forms, 
so  that  the  reader  can  get  a  clear  bird's-eye  view  of  the  sub- 
ject, so  simple  in  practice  but  complex  in  statement."  Since 
this  work  is  only  at  present  in  Japanese  the  writer  has  not 
been  able  to  satisfy  his  curiosity  as  to  whether  it  is  in  the 
form  of  Tate's  &  Haupt's  books  on  the  foreign  and  colonial 
exchanges,  or  something  like  that  which  the  writer  thinks 
the  Chinese  may  possess. 

The  Mexican  Peso. — Mexico  presents  a  currency  system 
composed  of  silver-cum-coinage  charge.  The  chief  money  of 
account  of  that  country  is  a  peso,  which  is  a  stamped  lump  of 
metal  containing  24-4330  grams  or  377*0586  troy  grains  of  pure 
silver.  There  is  a  mint  charge  of  5  per  cent,  for  the  manufac- 
ture of  the  coin.  The  people,  therefore,  to  get  this  coin  as  an 
intermediary  in  their  internal  exchanges  have  to  give  of 
their  value-giving  factors  embodied  in  this,  that,  or  the  other, 
5  per  cent,  more  than  the  value  of  the  bullion  contained  in 
the  coin.  Prices,  therefore,  become  silver-cum-coinage  charge 
prices.  But  in  consequence  of  this  charge  of  5  per  cent., 
silver,  which  should  be  their  most  liquid  wealth,  cannot 
meet  their  obligations  to  surrounding  silver  standard 
countries  by  5  per  cent.,  compared  with  what  it  would  do 
if  it  was  a  scientific  automatic  silver  monetary  system. 

British  Indian  Currency. — The  currency  of  British  India, 
Ceylon,  and  Mauritius  for  many  years  prior  to  June  26th  1893 
was  a  silver-cum-coinage  charge  system.  The  chief  money  of 
account  was  and  still  is  a  rupee.  A  rupee  is  a  stamped  lump 
of  metal  containing  165  troy  grains  of  pure  silver.  Whilst  the 
mints  were  open  in  British  India — they  were  closed  on  the 
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above-named  date— a  coinage  charge  of  2£  percent,  was  im- 
posed by  the  Government.  This  2^  per  cent,  charge  in  India 
was  the  same  in  effect  there  as  the  5  per  cent,  coinage  charge 
in  Mexico  in  proportion  to  the  different  charges.  By  the 
closure  of  the  British  Indian  mints  in  1893,  the  standard 
was  destroyed.  Accompanying  this  Act  a  tentative  mythical 
gold  rupee  was  projected.  Under  the  destroyed  coinage 
laws  of  British  India  one  gold  rupee  was  the  monetary  sign 
for  11  troy  grains  of  pure  gold.  As  there  are  165  troy  grains 
of  pure  silver  in  the  silver  rupee  and  11  grains  of  pure 
gold  in  the  gold  rupee,  the  ratio  between  the  two 
metals  was  15  parts  of  silver  to  1  part  of  gold. 
The  weight  of  the  projected  mythical  gold  rupee  is  to 
contain  the  fifteenth  part  of  the  pure  gold  in  the  sovereign 
or  British  pound,  viz.,  -488159  grams,  or  7*533440  troy  grains 
of  pure  gold.  This,  compared  with  the  165  troy  grains  of 
pure  silver  in  the  silver  rupee,  which  it  is  proposed  to  retain 
as  a  token  of  the  gold  rupee,  presents  the  ratio  of  20575 
parts  of  silver  to  1  part  of  gold.  Thus  far  the  British  Indian 
rupee  has  three  meanings :  it  expresses  two  weights  of  pure 
gold,  11  troy  grains  and  7*53344  troy  grains,  and  165  troy 
grains  of  pure  silver.  There  is  a  fourth  meaning.  Upon 
the  destruction  of  the  standard  of  the  British  Indian 
Empire,  which  expressed  in  its  chief  coin  was  165  troy 
grains  of  pure  silver,  which  took  place  on  the  26th  June 
1893,  the  international  effect  of  the  current  silver  rupee 
immediately  changed.  So  long  as  the  mints  were  open  to 
the  reception  of  silver  from  the  public,  British  India's  inter- 
national exchange  was  governed  by  the  gold  price  of  silver 
of  the  day  in  countries  possessing  effective  gold  standard 
currencies.  It  should  be  observed  that  upon  a  fall  of  the 
gold  price  of  silver  a  correlative  rise  in  the  silver  price  of 
gold  takes  place.  There  is  no  such  thing  as  a  silver  price  of 
things  in  gold  standard  countries ;  nor  is  there  such  a  thing 
as  the  gold  price  of  things  in  silver  standard  countries. 
Until  the  26th  June  1893  the  ratio  of  the  day  between  gold 
and  silver,  applied  to  the  165  troy  grains  of  silver  in  the 
British  rupee,  indicated  at  once  the  absolute  par  of  exchange 
between  British  India  and  the  British  Isles  in  the  troy 
grains  of  gold  equivalent  to  the  165  troy  grains  of 
silver.  Thus,  if  at  one  time  it  was  16  parts  of 
silver    to    1    part    of    gold,    the    165    grains  of  silver 
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would  command  10-3125  troy  grains  of  gold.  In  other  words, 
using  monetary  signs,  one  rupee  would  command  as  its 
equivalent  21-91  pence.  If  at  another  time  the  ratio  between 
the  metals  is  30  parts  of  silver  to  1  part  of  gold,  the  165 
grains  of  silver  would  be  equivalent  to  5  5  grains  of  gold; 
or  a  rupee  for  11-68  pence.  By  taking  the  November  1st 
quotations  of  the  price  of  silver  and  the  telegraph  transfer 
rates  from  Calcutta  and  Bombay,  the  difference  caused  by 
the  closure  of  the  British  Indian  mints  against  the  reception 
of  silver  from  the  public  can  be  gauged.  London  price  of 
silver  31  pence  per  standard  ounce,  this  yields  a  ratio  of 
30-42  parts  of  silver  to  1  of  gold ;  the  absolute  par  of  exchange 
is  therefore  5-424  troy  grains  of  pure  gold  for  165  troy  grains 
of  pure  silver,  or,  in  monetary  signs,  11*52  pence  for  1  rupee. 
The  telegraph  transfer  rates  in  India  are  given  at  13§f  pence 
for  a  rupee.  The  weight  of  pure  gold  indicated  by  this 
quotation  is  6*518  troy  grains.  The  world-wide  equivalent 
in*gold  for  165  troy  grains  of  silver  being  at  this  time  5*424 
troy  grains,  the  rupee  for  international  interchanges  is  20 
per  cent,  more  valuable  than  its  equivalent  weight  of  gold 
or  the  unfettered  silver  currencies  of  other  parts  of  the 
world.  V. — Therefore  the  British  Indian  currency  of  to-day 
for  international  exchanges  is  silver --cum-counter  charge. 

Under  this  fifth  system  of  currency  there  is  that  which 
prevails  in  the  Dutch  dependencies  of  the  East,  which  was 
made  so  much  of  by  the  Indian  Currency  Committee  of 
1892-3.  The  thirty  millions  of  Javanese  and  others  are  sup- 
plied with  an  intermediary,  bearing  the  name  of  rix-dollar, 
by  the  Dutch  from  their  mint  in  Europe  ;  it  is  also  called  a 
dollar,  and  with  it  circulate,  or  did  circulate,  Mexican 
dollars  and  Japanese  yens — Browne's  Merchant's  Handbook, 
1892.  This  rix-dollar  is  the  Dutch  2\  guilder,  or  florin  piece. 
It  is  a  stamped  lump  of  metal  containing  23  6250  grams  or 
364-5892  troy  grains  of  pure  silver.  In  Holland  this  coin 
bears  a  relation  to  gold  of  15*62  parts  of  silver  to  1  part  of 
gold.  Holland  has  long  accepted,  and  yet  does  accept,  these 
silver  pieces  and  florin  pieces  from  the  Javanese  as  equiva- 
lent to  gold  at  15-62  parts  of  silver  to  1  part  of  gold.  The 
British  exchange  with  Java  is  worked  through  Holland  at 
this  ratio.  As  we  have  seen  that  the  ratio  between  silvor 
and  gold  in  the  open  markets  of  the  world  is  to-day  30-42 
parts  of  silver  to  1  of  gold,  it  is  evident  to  all  who  under- 
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stand  the  exchanges  that  Javanese  exports  to  countries 
possessing  either  effective  gold  currencies  or  effective  silver 
currencies  are  handicapped  by  94-75  per  cent,  compared  with 
similar  exports  from  countries  possessing  an  effective  silver 
standard.  This  will  be  fully  shown  when  combined  prices 
and  monetary  and  currency  exchanges  come  to  be  dealt  with. 
At  present  let  it  be  noted  that  if  the  people  of  British  India 
or  the  Javanese  require  currency,  the  first  must  pay  20  per 
cent,  more  than  the  intrinsic  worth  of  the  silver,  and  the 
second  94-75  per  cent,  more  than  it  is  worth.  Besides,  to  these 
millions  of  people,  silver — that  which  should  be  their  most 
ready  or  liquid  wealth — will  not  meet  their  obligations  to 
effective  gold  or  silver  standard  countries  within  20  per  cent, 
in  one  case  and  94-75  per  cent,  in  the  other  of  the  same.  It 
may  well  be  asked,  Can  such  a  state  of  things  continue  ? 
Will  it  grow  better  ?  Will  it  grow  worse  ?  How  is  it  to  be 
righted  ? 

The  Russian  Rouble. — This  is  a  term  to  which  also  four 
significations  are  attached.  Since  Russia  is  said  for  a  long 
period  to  have  aimed  at  the  possession  of  an  effective  silver 
standard,  the  primary  meaning  of  the  word  rouble  should 
have  conveyed  the  idea  of  a  stamped  lump  of  metal  con- 
taining 17-9961  grams,  or  277*7221  troy  grains  of  pure  silver. 
Until  within  the  last  few  years  the  gold  5-rouble  piece  con- 
tained 5-9987  grams  of  pure  gold  ;  the  gold  rouble,  therefore, 
contained  1-19974  grams,  or  18-514805  troy  grains  of  pure 
gold ;  this,  compared  with  the  weight  of  pure  silver  in  the 
rouble,  shows  a  ratio  between  the  metals  of  15  of  silver  to  1 
of  gold.  Whilst  there  has  not  been  any  change  in  the  weight 
of  pure  silver  in  the  rouble,  the  weight  of  gold  in  the  rouble 
has  been  reduced  to  1-161180  gram  or  17-919736  troy  grains 
of  pure  gold,  which  shows  the  present  ratio  of  silver  to  gold 
as  15-498  to  1  in  the  Russian  coinage  of  these  two  metals. 
The  intermediary  employed  in  the  internal  and  international 
interchanges  in  Russia  consists  of  an  inconvertible  paper 
rouble.  Where  there  is  an  inconvertible  paper  currency, 
the  premium,  if  it  is  on  gold,  indicates  the  price  at  which 
the  paper  will  purchase  gold,  and  the  discount  at  which  the 
paper  stands  compared  with  gold.  The  same,  if  the  money 
of  account  has  been  fixed  at  a  definite  weight  of  pure  silver. 
To  determine  whether  the  Russian  standard  money  of 
account  is  gold  or  silver,  it  is  requisite  to  make  special  inves- 
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tigation.  In  the  Times  of  November  8th,  against  St. 
Petersburg  3  m/s  92  r.  95  is  found,  and  attached  to 
St.  Petersburg  under  the  course  of  exchange  is  25§, 
3  m/s.  It  is  necessary  to  explain  the  meaning  of 
these  figures :  92  r.  95  means  92  roubles  95  copecks 
for  £10,  therefore  the  Russian  price  of  £  at  3  months 
is  9  roubles  29-5  copecks.  25|  means  that  the  British 
price  of  a  rouble  3  months  is  25|  pence.  It  should  be 
noticed  that  the  quotation  of  the  variable  rate  in  each 
country  for  the  whole  chief  money  of  account  of  the  country 
with  which  the  operation  takes  place  is  the  truly  scientific 
mode,  and  should  become  the  invariable  practice  of  the 
whole  world.  We  will  first  try  whether  silver  forms  Russia's 
measure  of  value  at  the  present  time.  At  the  price  of 
30Jg  pence  per  standard  ounce  of  silver,  the  ratio  of  silver 
to  1  of  gold  is  30-48 ;  the  mint  issue  weight  of  the  Russian 
silver  rouble  is  277*7221  troy  grains  pure.  The  sum  is 
277-7221  x  9-295 -7- 30-48  :  answer,  84-69  grains  of  gold.  This 
shows  the  rate  in  Russia  as  84-69  grains  of  gold  for  113-0016 
grains  of  gold  or  one  pound.  In  other  words,  by  parting  with 
2,581-14  grains  of  pure  silver  in  Russia.  32  per  cent,  more 
in  the  equivalent  of  gold  could  be  obtained  in  the  British 
Isles.  We  may  be  sure  that  silver  is  not  the  present  chief 
money  of  account  in  Russia.  We  will  try  gold.  The  mint 
issue  weight  of  the  present  Russian  gold  rouble  is  17*919736 
troy  grains.  The  British  price  of  the  rouble  we  have  seen 
was  25f  pence.  To  find  the  weight  indicated  by  this  price 
it  must  be  divided  by  the  monetary  sign  for  one  grain  in  the 
British  Isles.  The  sum  is  25*375 -f- 2*123863  pence  =  11*948 
grains  of  gold.  As  the  Russian  rouble  is  17*919736  grains 
of  gold,  it  shows  that  gold  is  at  a  paper  premium  of  50  per 
cent.  No  notice  is  taken  of  the  quotations  being  for 
three  months'  paper,  in  this  estimate.  By  reference  to  the 
writer's  Beady  Reckoner  of  the  World's  Exchanges,  or  to  his 
handy  Guide  to  the  Exchanges  for  the  use  of  Sailors  and 
Travellers,  the  British  monetary  sign  for  the  weight  of  pure 
gold  to  which  Russia  at  present  aspires  as  her  chief  metal 
money  of  account,  viz.,  17*919736  troy  grains  of  pure  gold, 
will  be  found  to  be  38*059  pence,  as  the  exchange  in  London 
is  quoted  25g  pence.  The  same  table  will  show  that  the 
Russian  monetary  sign  for  a  pound  or  113*0016  troy  grains 
of  pure  gold  is  6*306  roubles.    As  the  exchange  in  Russia  is 
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quoted  9*295  roubles  for  a  pound,  it  is  evident  that  gold  is  at 
a  premium  in  paper  of  47-40  per  cent.  The  Russian  rouble 
is  the  product  of  the  printing  press,  and  generally,  perhaps 
for  as  much  as  two  centuries  past,  has  borne  but  a  very 
distant  relationship  to  either  silver  or  gold. 

Russia  has  been  taken  as  an  illustration  of  the  6th  inter- 
mediary, inconvertible  paper.  This  form  of  intermediary 
for  both  internal  and  international  interchanges  is  con- 
fined to  Europe  and  Central  and  South  America.  At  the 
sea  boards  of  the  populous  eastern  world  silver,  or  silver- 
cum-coinage,  or  silver-cum-counter  charge  is  the  interme- 
diary. An  inconvertible  paper  intermediary  is  the  worst  of 
the  six  intermediaries.  The  only  real  monetary  interme- 
diaries answering  to  scientific  automatic  monetary  systems 
are  an  unfettered  gold  monetary  system  and  an  unfettered 
silver  monetary  system,  in  each  of  which  the  intermediary 
is  so  dealt  with  by  a  community  that  the  measure  of  value, 
i.e.,  the  price,  in  the  gold  system  is  simply  a  weight  of  pure 
gold,  and  that  the  measure  of  value,  i.e.  the  price,  in  the 
silver  system  is  a  weight  of  pure  silver.  These  two  only  are 
true  monetary  systems.  In  a  metal-cum-coinage  charge 
intermediary  the  weight  of  pure  metal  in  the  standard  coin, 
together  with  the  coinage  charge,  constitutes  price  in  the 
country  where  the  charge  is  imposed.  So,  also,  the  weight 
of  the  metal  in  the  coin,  together  with  the  counter  charge, 
constitutes  price  in  the  country  where  the  counter  charge  is 
imposed.  In  these  currency  systems  a  definite  weight  of  the 
standard  substance  forms  a  part  of  the  price.  In  the  case 
of  the  coinage  charge  it  is  a  fixed  percentage,  but  where  a 
counter  charge  forms  a  part  of  price  it  becomes  a  vari- 
able percentage  charge.  What  makes  inconvertible  paper 
the  worst  of  all  currency  intermediaries  is  that  price 
signified  by  it  may  be  the  standard  metal  within  a  small  per- 
centage, or  it  may  be  mainly  paper  with  a  bare  fraction  of 
metal.  To  show  this,  and  at  the  same  time  the  vast  im- 
portance of  an  intermediary  presenting  a  stable  price,  so  far 
as  an  intermediary  can  be  made  to  do,  a  quotation  from 
page  11  of  my  World's  Exchanges  of  Standard  Metals  may 
be  permitted;  the  paragraph  was  written  in  1889:— "A 
Peruvian  paper  sol  or  dollar  is  worth  just  now  one  and 
a-half  penny.  Say  all  Peruvian  paper  sols  are  not  worth 
more.    Silver  is  the  standard  in  Peru.    The  silver  or  paper 
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sol  should  contain  or  exchange  for  347*228  troy  grains  of 
pure  silver.  Take  the  following  premise :  three  periods  in 
the  hypothetical  history  of  Peru  -  fifteen  years  ago,  the  pre- 
sent, and  fifteen  years  hence.  During  the  whole  time  no 
change  in  the  value-giving  factors  embodied  in  exchangeable 
articles ;  also  no  change  in  Peru  in  the  purchasing  power  of 
silver  during  the  thirty  years  ;  that  during  the  whole  time  a 
paper  sol  and  a  silver  are  equally  legal  tenders  ;  that  in  1874 
the  silver  and  the  paper  sol  were  at  par,  and  that  they  will 
be  at  par  again  in  1904.  One  and  a-half  penny  at  16  parts  of 
silver  to  1  part  of  gold  would  be  11*3  grains  of  silver. 
Comparing  the  respective  positions  of  the  debtors  and  the 
creditors  in  1889  in  connection  with  their  engagements 
made  in  1874,  and  of  the  debtors  and  creditors  in  1904  in 
connection  with  their  engagements  contracted  in  1889,  the 
following  positions  are  shown : — The  debtor,  in  1889,  pays 
value-giving  factors  embodied  in  substances  represented  by 
11*3  grains  of  pure  silver  for  value-giving  factors  embodied 
in  substances  secured  by  him  in  1874,  and  represented  by 
347*228  grains  of  pure  silver.  In  other  words,  he  pays  only 
one-thirtieth  part  of  the  real  value  which  he  borrowed.  By 
the  same  amount  the  creditor  receives  less  than  he  lent. 
Comparing  the  position  of  the  two  parties  in  1904  it  is  at 
once  seen  that  it  is  reversed,  the  creditor  getting  the  benefit 
which  the  debtor  before  enjoyed.  This  is  an  extreme  illus- 
tration, but  it  strongly  shows  the  paramount  importance  of 
obtaining  and  preserving  an  effective  standard  substance  for 
monetary  -purposes.  Imagine  the  working  of  the  inter- 
changes of  the  world  upon  paper  slips  and  leather  strips. 
Our  thoughts  must  embrace  the  whole.  Our  measure  of 
value  must  possess  value." 

A  Peruvian  Sol. — We  have  seen  what  that  actually  was 
in  1889.  It  was  an  inconvertible  piece  of  paper  purporting 
to  pay  the  bearer  on  demand  347*227  troy  grains  of  pure 
silver  which  was  worth  only  11*3  troy  grains  of  pure  silver. 
To-day  it  is  a  stamped  lump  of  metal  containing  347*227 
troy  grains  of  pure  silver  ;  the  British  equivalent  with  this 
to-day  at  30*4*2  parts  of  silver  to  1  part  of  gold  is  11-41  troy 
grains  of  pure  gold  or  24-23  pence,  or  by  the  writer's  tables, 
737-46  pence  divided  by  the  ratio  30-42  gives  24-24  pence. 

Having  set  forth  examples  of  the  six  descriptions  of 
monetary    and  currency  systems  which  constitute  prices 
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and  the  world's  present  foreign  and  colonial  monetary  and 
currency  exchanges,  this  part  of  the  subject  will  be  best 
brought  to  a  conclusion  by  giving  the  mint  issue  weight  of 
pure  gold  or  silver  which  each  country  has  appointed  for  its 
measure  of  value  and  means  of  payment.  These  weights 
will  be  given  to  the  second  decimal  place.  In  the  writer's 
published  tables  for  gold  they  are  given  to  the  sixth  decimal 
place,  and  for  silver  to  the  fourth  decimal  place.  Attached 
to  each  weight  will  be  the  ratio  between  gold  and  silver  in 
the  currency  of  each  system.  For  instance,  if  it  is  desired 
to  know  the  mint  issue  weight  of  one  shilling,  the  answer  is 
found  by  taking  the  ^  part  of  the  weight  of  the  sovereign, 
and  multiplying  it  by  the  ratio.    The  sum  is 

113-0016  -r  20x14-287  =  80*73  troy  grains. 

To  find  the  mint  issue  weight  of  a  silver  franc,  the  weight 
of  the  gold  franc  must  be  multiplied  by  the  ratio.    The  sum 

is  4-4803  X 15-5  -  69-4455  troy  grains. 

To  find  the  mint  issue  weight  of  a  Japanese  gold  yen,  the 
mint  issue  weight  of  pure  silver  in  the  yen  divided  by  the 
ratio  between  the  two  metals  in  the  currency  of  Japan  will 
give  it.    The  sum  is 


374-4  ^16-173  =  23-15  troy  grains  of  pure  gold. 
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Table  of  the  metal  measures  of  value  or  weights  of  pure 
gold  or  pure  silver  which  is,  or  is  to  be,  in  each  chief  money 
of  account  of  the  world. 

Column  I. :  Name  of  each  country  using,  cr  to  use,  the 
weight ;  Column  II. :  Name  of  chief  money  of  account ; 
Column  III. :  Weight  in  grams ;  Column  IV. :  Weight  in 
troy  grains ;  Column  V. :  Ratio  of  silver  to  1  of  gold 
established  by  the  chief  token  coin  of  each  system. 


GOLD. 

Col.  I. 

Col.  II. 

Col.  III. 

Col.  IV. 

Col.  V. 

Name. 

Name. 

Grams. 

Grains. 

Ratio. 

J_ 

-Egypt 

.  Pound 

7*4375 

1 14*778006 

15* 

II.- 

-British  Isles 

7*322427 

II3-00I605 

14*287 

III.- 

-Turkey    . . 

i) 

6-614236 

io2'079887 

i5*i 

IV.- 

-Persia 

.  Toman 

2'4722 

38-152350 

16-513 

V.- 

-Portugal  . . 

.  Milreis 

1-62571 

25-088524 

14-09 

VI- 

-Uruguay  . . 

.  Peso 

1-55615 

24-015034 

i4'4  &  I5-5 

VII.- 

-Newfoundland  . 

.  Dollar 

1*525497 

23-542008 

14-3 

VIII.- 

-United  States  . 

1-50464 

23-22 

16- 

IX.- 

-Argentine  Rep.. 

.  Peso 

1-451612 

22-401743 

i5-5 

X.- 

-Cuba 

i'3933 

21-5019 

XI.- 

-Russia 

.  Rouble 

ri6n8 

17-919736 

15* 

XII.- 

-Brazil 

.  Milreis 

•82177 

12-681957 

14*22 

XIII.- 

-Austria    . . 

.  Florin 

■60975 

9*409875 

I5-3 

XIV.- 

-Holland  .. 

.  Guilder 

•6048 

9"333485 

15-6 

XV- 

-Chile 

.  Dollar 

•599103 

8-475112 

4i- 

XVI.- 

-British  India 

.  Rupee 

•488159 

7*53344 

21*902 

XVII.- 

-Scandinavia 

.  Crown 

•403225 

6*222721 

14*88 

XVIII.- 

-Germany.. 

.  Mark 

•358425 

5*53i340 

I3-95 

XIX.- 

-France    . . 

.  Franc 

•290324 

4*48o359 

15*5 

SILVER. 

I.- 

-Shanghai 

.  Tael 

33*2455 

5i3'0572 

Trade 

.  Dollar 

24*4940 

378-000 

II.- 

-Mexico    . . 

.  Peso 

24*433 

377-0586 

16- 

III.— 

-British    . . 

.  Dollar 

24-26076 

374*4 

IV.- 

-Japan 

.  Yen 

24-26076 

374*4 

16*173 

V- 

-Java 

zh  Guilder 

23-6250 

364*5892 

15' 

VI- 

-Philippines 

.  Dollar 

23*3640 

360-5614 

VII.- 

-Peru 

.  Sol 

22-5000 

347*2278 

15*5 

VIII.- 

-Bolivia    . . 

.    Boliviano  20-2500 

312-5050 

IX.- 

-Russia 

.  Rouble 

17-9961 

277-7221 

15* 

X.- 

-Si  am 

.  Tical 

13*3670 

206*2850 

XI.- 

—Austria    . . 

.  Florin 

ii'iiii 

171-4708 

15*3 

XII.- 

-British  India 

.  Rupee 

10*692047 

165*0000 

21-902 

XIII.- 

—Persia 

.  Kran 

4*08438 

63-0316 

16*513 

By  this  table  the  weight  of  pure  metal  in  the  chief  token 
coins  is  readily  ascertained.    The  multiplication  of  the  gold 
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weight  by  the  ratio  attached  to  the  system  gives  the  silver 
weight  of  the  token  provided  the  monetary  sign  for  both 
weights  is  the  same.  To  ascertain  the  mint  issue  weight  of 
pure  silver  in  a  shilling,  the  weight  of  the  British  pound 
multiplied  by  the  ratio  and  divided  by  twenty  gives  it ;  the 
sum  is  113-001605  x  14-287 -=-20  =  80-72937  troy  grains.  To 
ascertain  the  mint  issue  weight  of  pure  gold  in  a  silver  stan- 
dard monetary  system,  the  weight  of  silver  in  the  chief 
money  of  account  must  be  divided  by  the  ratio.  Thus,  to 
find  the  pure  gold  in  the  yen,  the  weight  of  silver  in  the  yen 
divided  by  the  ratio  gives  it.  The  sum  is  374*4  -i- 16-173 
=  23-149  troy  grains. 

*Table  of  the  Present  Currencies  of  the  Different 
Countries  and  Islands  of  the  World. 

This  is  presented  in  six  divisions — Europe,  Asia,  Africa 
America,  Australia,  and  the  Islands  of  the  seas.  The  follow- 
ing signs  attached  to  the  names  of  places  indicate — g,  auto- 
matic gold  ;  gl,  gold-cum-coinage  charge  ;  s,  automatic  silver  ; 
si,  silver-cum-coinage  charge ;  sc,  silver-cum- counter 
charge ;  ip,  inconvertible  paper.  Attached  to  the  names  of 
the  islands  are  letters  which  indicate  the  power  to  which 
each  belongs — B,  Great  Britain  ;  F,  France  ;  O,  Germany  ; 
D,  Dutch ;  S,  Spain  ;  Oe,  Greece ;  I,  Italy ;  J,  Japan  ;  Da, 
Danish  ;  P,  Portugal ;  C,  Chili. 

Europe. — Austro-Hungary,  ip;  Belgium,  gl ;  Bulgaria, 
gl ;  Denmark,  gl ;  Finland,  France,  gl ;  Germany,  gl ; 
Gibraltar,  Greece,  ip  ;  Italy,  ip ;  Netherlands,  gl ;  Norway, 
gl ;  Portugal,  ip ;  Roumania,  ip ;  Russia,  ip  ;  Servia,  ip ; 
Spain,  ip  ;  Sweden,  gl ;  Switzerland,  gl ;  Turkey. 

Asia. — Afghanistan,  s ;  Aleppo,  Anam,  s ;  Arabia,  Asiatic 
Turkey,  Bagdad,  Beloochistan,  s  ;  Burma,  sc ;  Cambodia,  s  ; 
Camboja,  s ;  China,  s ;  Cochin  China,  s ;  Corea,  s ;  India,  sc; 
Malay  Peninsula,  s  ;  Malacca,  s  ;  Mongolia,  s ;  Persia,  si ; 
Russia  in  Asia,  Siam,  si;  Syria,  Thibet,  Tonquin,s; 
Turkestan,  s. 

Africa. — Abyssinia,  Algiers,  Ashantee,  Basutoland,  g; 
Bechuanaland,  g  ;  British  East  Africa,  s  ;  Cameroons,  Cape 

*  The  writer  is  unable  to  complete  this  table  to  his  satisfaction.  It 
may  be  said  that  the  inhabitants  of  the  whole  of  the  East  and  the  Isles  of 
the  Pacific  use  silver,  and  that  metal  is  the  standard.  In  the  Isles  of  the 
Atlantic  gold  is  the  standard. 
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of  Good  Hope,  g  ;  Congo  Free  State,  g ;  Damara  Land,  s  ; 
Egypt,  g;  French  Congo,  Gambia,  Gold  Coast,  Lagos, 
Liberia,  g ;  Morocco,  Mozambique,  Natal,  Orange  River 
Free  State,  Senegambia,  Soudan,  South  African  Republic,  g; 
Tripoli,  Tunis,  Zanzibar,  Zululand. 

America. — North :  Alaska,  Canada,  g ;  Mexico,  si ;  United 
States,  g ;  Central :  Belize,  British  Honduras,  g ;  Costa 
Rica,  Guatemala,  Honduras,  Mosquito,  Nicaragua,  Salvador ; 
South  :  Argentine  Republic,  ip ;  Bolivia,  si ;  Brazil,  ip ; 
British  Guiana,  Chili,  Dutch  Guiana,  Ecuador,  French 
Guiana,  New  Granada,  Paraguay,  ip ;  Peru,  si  ;  United 
States  of  Columbia,  Uruguay,  Venezuela,  gl. 

Australia. — New  South  Wales,  gl  ;  Queensland,  gl ; 
South  Australia,  gl  ;  Victoria,  gl  ;  West  Australia,  gl. 

Isles  of  the  Seas.  Atlantic. — Anegada,  g  B  ;  Anguilla, 
gB;  Anticosti,  g  B  ;  Antigua,  gB;  Alderney,  g B ;  Aruba,  D; 
Ascension,  gB ;  Azores,  Aves,  S  ;  Bahamas,  gB;  Banquilla, 
s;  Banka,  D;  Barbuda,  gB;  Barbados,  gB;  Bermudas, 
g  B ;  Bonoure,  D;  Buen  Ayre,  D ;  Canary,  s;  Cape  Breton, 
gB;  Cape  Verd,  Cuicos,  B;  Cayman,  B;  Channel,  gB; 
Cuba,S ;  Culebra,  S ;  Curacao,  D;  D'esirade,  F;  Dominica,^; 
Dominion,  Eleuthera,  Falklands,  g  B  ;  Fernando  Po,  Grand 
Terre,  F;  Great  Britain,  g  B ;  Gerradines,  g  B;  Grenada, 
g  B ;  Guadeloupe,  F ;  Guernsey,  g  B ;  Haiti,  Hayti,  Hebrides, 
g  B  ;  Iceland,  Ireland,  g  B ;  Isle  of  Man,  g  B ;  Jamaica,  g  B ; 
Jersey,  gB ;  Madeira,  P;  Magdalen,  Margarita,  S  ;  Mariegal- 
ante,  F ;  Martinique,  F;  Miquelon,  F;  Montserrat,  gB; 
Nevis,  g  B ;  Newfoundland,  g  B  ;  Orchilla,  S ;  Orkney,  g  B ; 
Oruba,  D;  Petite  Terre,  F;  Porto  Rico,  S ;  Princes,  S ; 
Raca,  S ;  Redonda,  g  B  ;  Saba,  D ;  Sark,  g  B ;  St.  Croix,  D  ; 
St.  Cruz,  Da;  St.  Bartholomew,  F;  St.  Domingo,  St. 
Eustatius,  D  ;  Shetland,  B  ;  St.  John,  D;  St.  Lucia,  B  ; 
St.  Paul,  F ;  St.  Pierre,  F ;  St".  Helena,  gB;  St.  Kitts,  gr  J5  ; 
St.  Martin,  F  &T>;  St.  Thomas,  D  ;  St.  Vincent,  g  B  ;  South 
Georgia,  St.  Salvador,  g  B  ;  Surinam,  D  ;  Terra  del  Fuego, 
Testigos,  S  ;  Tobago,  g  B ;  Tortolos,  g  B ;  Tortuga,  S ; 
Trinidad,  g  B ;  Tristan  d  Acunha,  g  B ;  Turks,  g  B;  Vieque, 
S  ;  Virgin,  g  B. 

Mediterranean. — Balearic,  Candia,  Capri,  J;  Cephalonia, 
Qe;  Cerigo,  Ge ;  Corfu,  Ge  ;  Corsica,  F;  Cyclades,  Ge ; 
Cyprus,  gB;  Ischia,  I;  Ithaca,  Iviza,  Lipari,  I;  Malta,  B; 
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Majorca,  Minorca,  Mitylene,  Paxo,  Oe ;  Sicily,  S.  Maura, 
Oe ;  Zante,  Oe. 

Indian. — Aden,  gB;  Amirante,  Andamans,  sc  B ;  Bour- 
bon, Ceylon,  sc  B ;  Comoro,  Madagascar,  F;  Maldives, 
Mauritius,  sc  B ;  Mergui  Archipelago,  sc  B ;  Nicobars,  sc 
B ;  Laccadives,  Puli  Penang,  B ;  Socotra,  Seychelle  Archi- 
pelago. 

Pacific. — Admiralty,  B;  Aleuthian,  Austral,  F;  Bali, 
Bonin,  J;  Banka,  D;  Binayas,  S;  Borneo,  B;  Borneo,  D ; 
Caroline,  Ceram,  D ;  Chatham,  Chiloe,  C ;  Chonos  Archi- 
pelago, C;  Clarence,  Cook,  s;  Ellice,  Fiji,  B;  Friendly, 
Galapagos,  Gilbert,  Gonzalas,  Hoste,  Hawaii,  Japan,  si  J ; 
Kermadoc,  Kurile,  J;  Labuan,  s  B ;  Ladrone,  Lombok,  Low 
Archipelago,  Loochoo,  J;  Lord  Howe,  Loyalty,  F;  Luzon, 
S;  Madura,  Marquesas,  F;  Marshall,  Melanesia,  Micro- 
nesia, Moluccas,  D;  Mantigo,  Navarin,  Navigator,  New 
Caledonia,^7;  New  Guinea,!);  New  Hebrides,  New  Zea- 
land, gB;  Nipon,  si  J;  Perlas,  Phoenix,  Phillipines,  s  S ; 
Polynesia,  Quibo,  Queen  Charlotte,  Revilla-Gigodo, 
Rohunda,  B;  Samoa,  B;  Sandwich,  gB;  Sandalwood,  D; 
Society,  F;  Solomon,  Stewart,  Sulu,  Sumba,  D;  Sundas 
(Greater  and  Lesser),  Sumatra,  D ;  Vancouver,  B  g ;  Yesso,  J. 

The  people  of  these  parts  of  continents  and  islands  of  the 
world  have  set  before  them  a  definite  metal  measure  of  value 
in  a  weight  of  pure  gold  or  pure  silver  which  they  desire  to 
act  through  price  as  an  equivalent  in  exchange  for  all  the 
internal  interchanges  of  the  country  they  live  in.  As  their 
minds  become  exercised  upon  the  subject  they  will  perceive 
this,  and  also  the  vast  advantage  to  the  whole  world  of  the 
possession  of  one  only  substance  as  an  intermediary  com- 
modity both  as  a  measure  of  value  and  a  means  of  payment. 

Where  a  coinage  charge  is  made  upon  the  standard  metal 
of  a  country  which  possesses  and  keeps  up  an  effective  metal 
monetary  system,  prices  are  increased  by  the  amount  of 
such  charge.  This  higher  circulating  value  only  attaches  to 
the  coin  in  the  country  which  imposes  it.  The  impress  of 
effigies  upon  a  lump  of  standard  metal  to  distinguish  one 
coin  from  another,  which  same  lump  may  have  worn  many 
different  effigies  during  the  time  of  its  existence  as  an  inter- 
mediary, cannot  add  to  the  value  of  either  of  the  substances 
gold  or  silver  in  the  shape  of  coin  in  other  parts  of  the  world. 
It  is  this  consideration  which  leads  the  writer  to  class  under 
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automatic  gold  or  automatic  silver  an  effeotive  gold  or  silver 
currency  which  may  exist  in  any  country  in  which  there  is 
no  mint.  As  an  example,  in  Madagascar,  where  each  man 
carries  scales  about  and  weighs  out  his  bits  of  different  silver 
coins  in  payment,  there  the  currency  is  an  automatic  silver 
one.  It  is  upon  this  principle  that  the  different  monetary 
or  currency  systems  have  been  attached  to  the  continents  and 
islands  of  the  world.  Each  country  is  arranged  alpha- 
betically under  the  six  divisions— Europe,  Asia,  Africa, 
America,  Australia,  and  the  Islands  of  the  seas. 

The  British  mints  of  the  world  might  take  an  admirable 
lesson  from  the  mint  reports  of  the  United  States  of  North 
America.  In  January,  April,  July,  and  October  the  equiva- 
lents in  the  U.S.A.  monetary  signs  for  all  foreign  gold  coins 
and  silver  coins  at  the  ratios  prevailing  at  the  time  are  pre- 
sented in  their  annual  report.  The  British  mints  might 
usefully  extend  this  in  an  annual  presentation.  The  Act  of 
the  United  States  of  America  requires  it  to  be  done  four 
times  a  year  there. 

Barter,  absence  of  price. 

In  attempting  the  demonstration  of  the  effect  upon  inter- 
national interchanges  produced  by  the  combination  of 
prices  and  the  foreign  and  colonial  monetary  and  currency 
exchanges,  prices  and  rates  of  exchange  will  be  confined  to 
four,  viz.,  effective  gold,  effective  silver,  silver-cum-counter 
charge,  and  inconvertible  paper.  First:  Assume  that  the 
internal  and  international  interchanges  of  the  world  are 
carried  on  by  barter.  The  first  thing  which  strikes  one  is 
that  there  is  no  place  for  the  use  of  the  terms  "  a  price  "  and 
a  44  rate  of  exchange."  The  operations  indicated  by  those 
terms  could  not  exist.  A  price  and  a  rate  of  exchange  in  a 
scientific  automatic  metal  monetary  system,  under  whatever 
machinery  it  may  be  hidden,  is  a  definite  weight  of  pure 
metal.  The  price  and  the  rate  of  exchange  may  be  either 
of  gold  or  of  silver,  as  one  or  the  other  substance  is 
appointed  the  standard  and  measure  of  value.  Under  a 
silver-cum-counter-charge  currency  system,  a  price  and  a 
rate  of  exchange  is  a  definite  weight  of  silver  with  a  variable 
counter  charge  added.  Under  an  inconvertible  paper 
currency  system,  price  and  rate  of  exchange  may  consist 
of  a  very  small  quantity  of  gold  or  silver  and  a  very 
large  quantity  of  paper,  or  a  very  large  quantity  of 
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gold  or  silver  and  a  very  small  quantity  of  paper. 
The  next  thing  which  strikes  one  is  that  there  would 
not  be  any  place  for  credit  as  it  is  at  present 
practised  with  bits  of  paper  and  book  entries  of  money  or 
silver-cum-counter  charge  or  inconvertible  paper.  There 
might  be  slips  of  paper  defining  length,  weight,  quality  of 
the  infinite  variety  of  things,  and  book  entries  for  the  same, 
and  even  interest  payable  in  one  or  other  of  the  same 
variety  of  things.  There  would  not  be  any  money  of  account 
or  common  measure  of  value  for  a  country's  internal  or  in- 
ternational interchanges.  Imagine  Stock  Exchange  opera- 
tions under  such  conditions.  A  drove  of  bullocks  for  some 
coveted  security.  How  difficult  under  a  pure  barter  system 
all  speculative  and  gambling  operations  would  become.  It 
should  be  easy  to  trace  out  international  interchanges  under 
the  condition  of  barter.  Value-giving  factors  in  this  for 
value-giving  factors  in  that.  A  merchant  in  London 
possessed  of  a  weight  of  iron  is  a  trader  with  India ;  he 
exchanges  iron  for  piece  goods,  ships  them  to  India,  ex- 
changes them  there  for  wheat,  exchanges  the  wheat  in 
England  for  one  description  or  a  variety  of  things  :  he  keeps 
up  these  interchanges,  and  as  he  does  so,  or  when  he 
ceases,  he  makes  an  exchange  of  things  for  some  other 
thing  or  things  bearing  interest  or  a  title  to  annual  payment 
of  some  other  thing  or  things  necessary  for  his  maintenance. 
If  business,  that  part  of  it  consisting  of  the  world's  inter- 
changes, had  been  carried  on  thus,  the  world  could  not  have 
reached  the  condition  it  is  at  present  in.  It  should  become 
perfectly  clear  to  every  one  that  J.  S.  Mill's  dogma  applied 
to  barter  of  international  interchanges  is  absolutely  correct. 
It  may  be  advanced  that  upon  the  surface  it  is  quite  evident 
that  neither  internal  nor  international  interchanges  of  the 
magnitude  to  which  they  are  carried  out  could  possibly  be 
effected  upon  the  conditions  of  barter.  But  though 
this  is  the  case,  why  should  a  commodity  be  taken 
and  made  a  standard  of  value  wherewith  to  measure 
the  value  of  all  other  things  ?  Why  should  not  the 
most  inexpensive  counter  paper  do  as  well,  if  not  better  ? 
The  brain  and  limb  labourers  are  the  most  important  people 
in  the  world.  Excepting  individuals  below  a  certain  age  and 
beyond  a  certain  age,  the  population  of  the  trading  world 
within  a. minute  fraction  is  made  up  of  workmen  and  work- 
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women.    What  better  counter  than  a  unit  of  labour  ?  In 
all  highly  civilised  countries  wages  by  the  hour,  day,  month, 
or  year  are  paid  at  present ;  why  not  make  the  unit  of  pay 
an  hour's  labour  ?    It  is  presumable,  upon  the  supposition 
that  each  State  is  to  be  the  issuer  of  these  labour  counters, 
that  it  could  attach  a  definite  number  of  labour  tickets  for 
each  class  of  work  performed  for  the  State,  from  a  sweeper 
to  the  highest  paid  officer  in  the  State.    Is  it  to  be  assumed 
that  the  issue  of  these  labour  counters  can  be  so  nicely 
adjusted  in  quantity  as  that,  under  this  system  of  price,  the 
internal  interchanges  of  a  country  can  be  carried  on  with 
the  same  fairness  as  could  be  effected  by  barter  ?  Does  not 
all  history  demonstrate  that  inconvertible  paper,  even  though 
based  upon  a  definite  weight  of  metal,  works  havoc  through 
the  quantity  theory,  which  is  particularly  applicable  to  this 
class  of  currency  ?    How  is  this  to  be  guarded  against  in  a 
labour  counter  currency  ?  It  would  be  absurd  to  imagine 
that  a  State  labour  ticket  should  define  its  purchasing 
power  for  each  thing  or  part  of   a  thing  at  present 
entering  into    interchanges.  If  some  of  the  difficulties 
briefly     alluded     to    present    insuperable    obstacles  to 
a  labour  counter  currency  for  internal  interchanges,  the 
adoption    of    such    a    system    by  the  whole  world  for 
international  interchanges  would  appear  impossible.  It 
may  be  admitted  that  if  the  adoption  by  the  whole  world  of 
a  unit  of  labour  counter  could  be  proved  that  it  would  work 
in  facilitating  interchanges  and  effect  them  as  though  they 
would  be  effected  by  barter,  there  would  be  a  strong  induce- 
ment to  find  the  scheme  practicable.    But  it  must  be  care- 
fully noticed  that  in  this  system  there  is  an  introduction  of 
an  intermediary,  a  labour  counter,  entailing  price  and  rate 
of  exchange,  and  these  would  be  operative  throughout  the 
world.    An  international  interchange,  as  at  present,  would 
be  subject  to  two  prices  and  one  rate  of  exchange  :  a  labour 
counter  price  in  each  country,  and  a  rate  of  exchange  of  so 
many  labour  counters  in  one  country  for  more  or  less  labour 
counters  in  another  country.  We  know  that  if  all  the  world 
possessed  one  effective  metal  monetary  intermediary,  be  it 
cither  gold  or  silver,  but  not  both,  one  only  for  the  whole 
world,  then  the  limits  to  the  fluctuation  of  the  monetary 
exchanges,  provided  there  was  no  coinage  charge,  would  be 
bounded  by  a  very  small  percentage,  something  like  one  per 
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cent.  Under  such  conditions,  Mill's  dogma  would  be  true 
Can  anyone  think  out  an  intermediary  which  shall  not  in 
itself  be  a  valuable  commodity  and  yet  fulfil  the  conditions 
of  barter,  or  act  as  fairly  and  satisfactorily  as  one  measure  of 
value  would  for  the  whole  world  ?  There  may  be  such  a 
genius,  and  if  he  can  produce  it  and  effect  its  action 
throughout  the  world,  he  shall  have  the  niche  reserved  for 
him  in  the  Walhalla  of  the  world. 

Value,  barter  and  price. 
It  would  appear  necessary  to  briefly  introduce  the  writer's 
teaching  upon  value,  barter,  price,  and  a  monetary  and 
currency  exchange.  Value  :  Compare  a  Fuegian,  his  scattered 
wigwams,  his  independence  and  his  interchanges  of  things 
for  things  with  a  Farraday,  this  vast  City  of  London,  its 
minute  specialization  of  labour,  and  a  Londoner's  inter- 
changes. Estimate  the  world's  present  interchanges  between 
man  and  man  in  each  country,  and  between  communities 
and  communities,  as  against  those  carried  on  60  years  ago, 
before  the  application  of  steam  to  factories,  locomotives,  and 
ships,  and  of  electricity  to  communication  between  the  ends 
of  the  earth,  and  industrial  occupations.  To  what  are  the 
differences  attributable  ?  Labour  of  human  minds  resulting 
in  valuable  thoughts,  inventions,  and  direction.  Labour  of 
human  hands  and  feet,  aided  by  marvellous  appliances,  these 
also  the  outcome  of  labour,  which  are  daily  becoming  the 
common  possession  of  the  world.  Value  is  composed  of 
value-giving  factors  embodied  in  things.  The  definition  the 
writer  attaches  to  value-giving  factors  is  labour,  rent  of 
land,  water,  and  appliances,  if  such  have  to  be  hired,  and 
maintenance  of  the  labourer  during  production.  Barter  is 
the  direct  exchange  of  value-giving  factors,  more  or  less 
in  anything,  for  value-giving  factors,  more  or  less  in 
anything,  without  the  intervention  of  an  intermediary. 
Price  results  from  the  introduction  of  an  intermediary  to 
facilitate  interchanges  of  things  between  man  and  man  and 
community  and  community.  The  intermediary  in  one 
country  might  be  valueless  paper,  the  cheapest  con- 
ceivable counter.  It  should  consist  of  money,  which  is 
not  a  counter.  Wherever  the  word  counter  is  used  in 
connection  with  a  monetary  system,  it  betrays  crass 
iguorance  of  the  elements  of  the  science  of  money.  Money 
is  a  measure  of  value  and  means  of  payment,  and  the  true 
definition  of  it  as  applied  to  that  in  use  in  the  civilized  and 
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semi-civilized  world  at  present  is  the  pure  standard  metal  in 
bullion  and  coin  appropriated  to  currency  purposes.  The 
primary  object  of  money  is  that  it  should  be  a  measure  of 
value,  an  equivalent  in  exchange,  and  to  be  this  it  must 
possess  value  just  as  a  measure  of  length  must  possess 
length.  It  should  be  formed  of  one  commodity  for  the  whole 
world.  This  at  present  seems  impossible  of  accomplishment, 
but  it  may  come  about  in  the  future.  It  is  contended,  with 
every  appearance  of  truth,  that  this  commodity  must  be 
unfettered  and  unfavoured,  or  it  cannot  do  its  work  by  its 
value.  The  value  function  of  money  being  its  primary  one, 
if  it  be  fettered  or  favoured  it  cannot  be  money.  There  are 
gold-cum-coinage  charge,  silver,  silver-cum-coinage  charge, 
and  silver-cum-counter  charge  prices  besides  gold  and 
inconvertible  paper  prices. 

Monetary  and  currency  exchanges. — These  are  six  in 
number,  the  same  as  prices. 

Constituents  of  Prices  and  Monetary  and  Currency 
Exchanges. 

The  jargon  of  the  so-called  money  markets  is  an  abomina- 
tion to  the  students  of  money.  Can  anything  else  be 
expected  when  political  economists  make  the  fundamental 
error  of  treating  a  promise  to  pay  money  as  money,  and  this 
name  they  actually  give  to  a  bit  of  worthless  paper  and  to 
tokens  for  money  ?  In  money  market  reports  there  not  in- 
frequently appears  that  the  bank  has  bought  gold — this  it  could 
only  do  if  it  was  insolvent  and  paid  for  the  gold  with  incon- 
vertible paper.  Price  in  this  country,  all  the  time  it  pos- 
sesses a  scientific  automatic  gold  monetary  system,  is  a 
definite  weight  of  pure  gold,  and  if  one  farthing  or  £1,000 
are  paid  for  anything  with  pieces  of  paper  or  tokens  for 
money  it  is  the  same  thing  as  weighing  out  the  gold  repre- 
sented by  the  farthing  or  the  £1,000.  Who  would  give  the 
gold  in  £1,001  for  the  gold  in  £1,000  ?  Surely,  no  institution 
could  do  this.  There  is  absolutely  no  such  thing  as  a  price 
of  gold.  Gold  is  the  price.  It  would  be  as  100  grains  of 
gold  for  100  grains  of  gold.  The  proper  expression  would 
be,  The  bank  has  taken  gold  at  such  a  premium  or  at  such 
a  discount.    The  sole  constituent  of  price  in  a  country  pos- 
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sessiog  a  scientific  automatic  gold  or  silver  monetary  system 
is  gold  in  a  gold  standard  country  and  silver  in  a  silver  stan- 
dard country.  In  large  portions  of  the  British  Empire,  in 
the  United  States  of  North  America,  France,  Germany, 
Belgium,  Holland,  Scandinavia,  and  Switzerland  price  is  a 
definite  iveight  of  gold. 

Fixed  and  absolute  pars. 
A  rate  of  exchange  in  a  gold  standard  country  has  next  to 
be  defined.  There  are  two  pars  of  exchange,  a  fixed  par  and 
an  absolute  par.  These  are  both  equivalents  of  value.  Fixed 
pars  exist  between  two  countries  possessing  gold  standards. 
A  par  between  such  countries  is  absolutely  only  different  or 
the  same  monetary  signs  for  the  same  weight  of  pure  gold. 
Thus,  in  the  British  Isles  9*515  pence  indicates  the  same 
weight  of  pure  gold  as  the  franc  does.  In  France  25-22fr. 
15c.  indicates  the  same  weight  of  gold  as  the  British 
pound  does.  Fixed  pars  also  exist  between  two  countries 
possessing  silver  standards.  Thus,  in  China  729-74  cash 
indicates  the  same  weight  of  pure  silver  as  a  yen  does.  In 
Japan  137-03  sens  indicates  the  same  weight  of  pure  silver 
as  a  tael  does.  These  are  fixed  pars,  which  cannot  change 
all  the  time  that  there  is  no  change  in  the  appointed 
weights.  An  absolute  par  of  exchange  depends  upon  the 
ratio  between  the  metals  gold  and  silver.  Say  that  the  ratio 
of  the  day  between  the  metals  is  30  parts  of  silver  to  one 
part  of  gold,  and  it  is  desired  to  know  the  absolute  par  of 
exchange  between  Japan  and  the  British  Isles.  The 
weight  of  pure  gold  in  the  pound  multiplied  by  the  ratio 
and  that  divided  by  the  weight  of  silver  in  the  yen  gives  the 
answer.  The  sum  is  113-001605x30 -s*  374-4  =  yens  9-5  sens 
for  a  pound.  The  absolute  par  between  the  British  Isles 
and  Japan  is  found  by  dividing  the  weight  of  the  yen  by  the 
ratio,  and  multiplying  the  result  by  the  British  monetary 
sign  for  one  troy  grain  of  gold.  The  sum  is  374*4-=-  30  x 
2-123863  =  36-50  pence  for  a  yen.  These  two  pars  of  exchange 
only  exist  between  monetary,  that  is  to  say  gold  and  silver, 
systems.  This  Silver  Monetary  System  prevails  in  Persia, 
Independent  States  of  India,  China,  Straits,  Islands  of 
the  Pacific,  Japan,  Madagascar,  Mexico  and  Peru,  number- 
ing 400  millions  of  people.  They  cannot  exist  between 
monetary  and  currency  systems,  such  as  silver-cum-counter 
systems    and  inconvertible  paper  systems.     A  rate  of 
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exchange  in  gold  monetary  systems  is  a  definite  weight  of 
gold  for  the  currency  of  some  other  country.  If  it  is  for 
the  currency  of  a  gold  standard  country  the  rate 
should  indicate  a  greater  or  less  weight  than  the 
weight  of  gold  to  be  paid  in  the  other  country, 
thus  or  9§  pence  for  a  franc.  And  the  quotation 
should  be  par,  with  a  discount  or  premium.  We 
are  dealing  with  only  four  intermediaries  or  currency 
systems,  though  there  are  six.  In  a  gold  monetary  system 
the  exchanges  would  be  gold  for  gold  (1),  or  for  silver  (2),  or 
for  silver-cum-counter-charge  (3),  or  for  inconvertible  paper  ; 
the  three  latter  exchanges  are  actually  gold  prices  of  other 
currencies,  so  that  it  is  literally  true  that  in  gold  standard 
countries  definite  weights  of  gold  constitute  both  prices  and 
rates  of  exchange.  Among  254  millions  of  people  weights 
of  pure  gold  constitute  prices  and  rates  of  exchange. 

As  an  instance  of  a  country  with  a  silver-cum-counter- 
charge  system  take  British  India.  To  discover  the  amount 
of  counter-charge  there  it  is  necessary  to  compare  the  gold 
price  of  bills  on  India  with  the  silver  rupee  at  the  ratio  of 
the  day.  Say  the  price  of  the  bill  is  at  Is.  l|d.  per  rupee, 
this  amount  divided  by  2-123863  pence  =  6-474  troy  grains  of 
pure  gold.  Taking  the  ratio  between  the  metals  as  30  parts 
of  silver  to  1  part  of  gold,  165  troy  grains  of  silver  in  the 
rupee  divided  by  30  gives  5-5  troy  grains  of  gold  ;  this,  com- 
pared with  6-474  troy  grains  of  gold,  shows  that  the  counter- 
charge is  17*70  per  cent.,  by  which  sum  British  India's 
exports  are  handicapped  in  competition  with  the  interna- 
tional interchanges  of  silver  standard  countries.  This 
silver-cum-counter-charge  system  is  the  intermediary  or  cur- 
rency, constituting  price  and  rate  of  exchange  for  the 
internal — so  far  as  it  ramifies — and  international  inter- 
changes for  the  inhabitants  of  the  British  and  Dutch 
possessions  in  the  East,  embracing  266  millions  of  people. 

An  intermediary  for  price  and  rate  of  exchange  in  the 
form  of  inconvertible  paper  is  perhaps  the  worst  and  most 
dangerous  of  the  six.  This  is  because  of  the  very 
small  weight  of  the  professed  standard  substance, 
as  we  have  seen  in  the  Peruvian  sol  in  1892, 
and  the  large  quantity  of  paper.  Inconvertible 
paper  may  present  a  very  different  feature,  as  in 
Austria- Hungary  at  present,  where  gold  is  only  at  a  small 
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premium  in  paper,  which  is  an  indication  that  the  paper  is 
not  convertible  into  gold  at  the  will  of  the  holder  of  the 
notes.  A  certain  accompaniment  of  this  class  of  inter- 
mediary in  most  countries  is  that  the  purchasing  power  of 
the  intermediary  used  in  the  exchanges  differs  oftentimes 
very  greatly  from  its  purchasing  power  as  an  intermediary 
in  the  internal  interchanges  of  the  country,  and  this  differ- 
ence acts  as  a  bounty  in  the  country  using  such  a 
system  in  the  competition  of  international  interchanges 
of  things  for  things.  The  currency  rates  of  exchange 
are  inconvertible  paper  for  inconvertible  paper  (1), 
or  for  gold  (2),  or  for  silver  (3),  or  for  silver-cum-counter- 
charge  (4),  currencies.  Inconvertible  Note.  These  prices  and 
currency  exchanges  exist  in  Russia,  Austro-Hungary,  Italy, 
Greece,  Portugal,  Spain,  other  minor  states  of  Europe,  and 
nearly  all  South  and  Central  America,  numbering  245 
millions  of  people. 

Receipt  of  interest  through  different  intermediaries. 
It  is  such  a  common  occurrence  to  meet  with  people  who 
are  living  upon  the  interest  of  their  savings,  who  say,  "  My 
income  is  not  what  it  was,  I  get  less  dividend  from  this,  that, 
and  the  other  countries  than  I  did  some  time  ago ;  I  am  told 
that  it  is  all  due  to  the  want  of  bimetallism ;  I  do  not  under- 
stand it,  but  it  seems  very  hard."  Most  of  them  will  admit 
that  they  have  found  things  much  cheaper  since  1873,  but 
they  want  to  know  whether  the  position  is  to  get  better  or 
worse.  Few  have  the  disposition  to  listen  to  any  explanation, 
and  not  all  of  those  who  would,  feel  that  they  can  under- 
stand the  subject ;  it  sets  their  brains  in  a  whirl,  and  they 
would  rather  leave  the  matter  alone  altogether.  The 
writer  is  no  prophet,  and  he  would  not  attempt  to 
predict  the  future,  but  he  would  try  to  unveil  to 
the  minds  of  enquirers  the  mechanism  which  has 
caused  this  change  in  their  incomes.  The  writer  would 
assume  that  the  enquirer  has  read  with  appreciation 
this  paper  thus  far,  that  he  has  grasped  the  four  different 
intermediaries  or  currencies  to  which  the  names  of  countries 
are  attached,  and  that  he  understands  the  working  of 
monetary  and  currency  exchanges.  A  person  in  London 
has  to  receive  remittances  from  Mexico :  prices  and  rates  of 
exchange  in  that  country  were  in  1873,  and  also  in  1895, 
silver  prices  and  rates  of  exchange ;  in  1875  the  ratio  of 
silver  to  1  of  gold  was  15J  to  16  parts  of  silver  to  1  of  gold ; 
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it  has  risen  to  30  parts  of  silver  to  1  of  gold.  In  1873  A. 
received  £100  from  Mexico.  Assume  that  his  dividend  has 
been  steady  at  464J  Mexican  dollars  per  annum  from  1873 
to  1895.  These  Mexican  dollars  are  the  monetary  sign  in 
Mexico  for  174,973  troy  grains  of  silver.  The  dividend  was 
earned  in  silver,  and  will  be  paid  in  silver.  As  A.  lives  in 
England,  he  must  get  the  silver  or  the  equivalent  of  it  home, 
as  his  intermediary  or  currency  is  gold,  and  by  no  con- 
ceivable device  can  he  escape  the  action  of  the  ratio  between 
the  metals.  In  1873  the  markets  of  the  world  showed  that 
the  silver  price  of  gold  and  the  gold  price  of  silver  was  at 
the  proportion  of  15£  parts  of  silver  to  1  part  of  gold.  To 
convert  his  silver  into  gold  the  weight  of  silver  must  be 
divided  by  15J,  which  gives  the  equivalent  in  gold,  and  this 
divided  by  the  weight  of  a  sovereign,  viz.,  113-001605,  gives  the 
answer  in  pounds.  The  sum  is:  174,973  -j-15-5  -f- 113-001605  = 
answer,  £100.  In  1895,  the  ratio  being  30  to  1,  the  sum  is  : 
174,973 30  ± 113-001605  =  answer,  £51  12s.  3d.  He  will 
perceive  at  once  that  his  diminished  dividend  in 
sterling  is  caused  simply  by  an  altered  ratio 
between  gold  and  silver.  If  he  asks  the  reason  for  this 
tremendous  change  in  the  ratio  the  writer  believes  the  true 
reply  to  be,  that  certain  Governments,  in  ignorance  of  the 
logical  effect  of  their  action,  combined  to  impose  an  arbi- 
trary ratio  between  the  metals  by  means  of  which  a  mono- 
poly was  conferred  upon  parties  interested  in  the  silver 
industry  to  the  damage  of  the  rest  of  the  world,  and  to  the 
inordinate  enrichment  of  those  interested  in  the  monopoly. 
The  death-blow  to  the  monopoly  was  struck  in  1873.  The 
bolstering  of  it  continued  for  a  long  time  in  the  United 
States,  but  at  length,  owing  to  the  diffusion  of  sound  sense 
under  the  presidency  of  one  strong  man,  this  unscientific, 
unnatural,  unworkable,  unjust,  and  immoral  system  has 
entirely  ceased  there  and  in  the  whole  world. 

B.,  in  London,  has  been  in  the  habit  of  receiving  dividends 
of  £100  a  year  from  British  India  until  1873.  In  1873,  and 
down  to  the  destruction  of  silver  standard  of  British  India 
in  June  1893,  B.  experienced  the  diminishing  dividends  from 
India  in  the  same  proportion  as  A.  in  his  dividends  from 
Mexico.  The  Indian  monetary  sign  for  the  174,973  grains 
of  pure  silver  was  in  1873,  at  15£  parts  of  silver  to  1  part  of 
gold,  the  rupee  being  165  grains  of  pure  silver,  Rs.  1,060/g. 
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The  average  ratio  of  silver  to  1  of  gold  in  1892  was  23-69.  B. 
therefore,  for  his  174,973  grains  of  silver  or  1,060^  rupees, 
received  £73  17s.  3d.  The  sum  is,  174,973  ~  23-69  -f- 
113-001605  =  Ans.  £73  17s.  3d.  On  the  destruction  of  the 
silver  standard  in  British  India,  under  the  apprehension  that 
it  was  the  only  way  to  save  that  portion  of  Her  Majesty's 
Empire  from  bankruptcy,  the  possession  of  a  gold  rupee 
was  projected,  15  of  them  to  be  equal  to  a  pound,  or  of 
the  British  value  of  Is.  4d.  each,— thus  a  fictitious  value  was 
given  to  the  rupee.  The  amount  of  this  fictitious  value  is 
shown  by  comparing  the  rate  for  a  bill  of  exchange  upon 
British  India  with  the  equivalent  gold  for  a  rupee  at  the 
ratio  of  the  day.  We  have  seen  that  the  rate  of  to-day  for 
a  demand  bill  is  Is.  lfd.  per  rupee,  1060^  rupees 
at  Is.  l|d.  =  Ans.  £60  15s.  0£d.  The  ratio  of  the  day  being 
30  parts  of  silver  to  1  of  gold,  had  the  standard  of  British 
India  not  been  destroyed,  the  sum  would  have  been 
174,973 30 113-001605  =  Ans.  £51  12s.  3d.  This  sum  of 
£9  2s.  9Jd.  shows  the  benefit  which  B.  has  derived  from  the 
destruction  of  the  British  Indian  standard,  provided  the 
change  of  ratio  had  become  the  same  under  the  system 
which  prevailed  till  June  1893,  as  it  has  done  in  experience. 

0.,  in  London,  has  been  receiving  dividends  on  property 
in  the  Argentine  Republic,  where  the  intermediary 
currency  has  been,  and  is,  inconvertible  paper.  The 
currency  which  that  country  has  set  before  itself 
is  a  gold  one,  a  peso  of  22-4017  troy  grains  of  pure 
gold.  The  par  of  exchange  which  this  gold  weight 
yields  with  London  is  5  pesos  4-43  centesimos  per  pound.  If 
0.  made  his  money,  or  lent  it,  when  the  exchange  between 
Argentina  and  England  was  at  par,  the  equivalent  of  £100 
would  have  been  544  pesos  3  centesimos.  The  rate  of  ex- 
change in  Buenos  Ayres  on  London  was  quoted  48f  pence 
for  1  peso  90  d/s  on  October  1st,  and  the  premium  on  gold 
at  229-30  on  October  29th.  Assume  the  demand  rate  at  47 
pence,  a  premium  of  229-30  is  equal  to  a  discount  of  69*69 
per  cent.  A  discount  of  69-69  per  cent,  on  pesos  544  3 
leaves  pesos  165,  this  at  47  pence  gives  £32  3s.  9d.  The  sum  is 

229-3%  premium  =  69-69%  dis. 
P  544-3  at  69-69  dis.  =  P  165 

P  165  =  £32  3s,  9d, 
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A.  from  his  property  in  a  silver  standard  country  receives 
dividend  in  1895  of  £51  12s.  3d.,  instead  of  £100  in  1873. 
B.  from  his  property  in  British  Icdia  £60  15s.  0|d.,  which, 
but  for  the  destruction  of  the  silver  standard  there,  would 
be  £51  12s.  3d.,  instead  of  £100  in  1873.  C.  from  his  pro- 
perty in  the  Argentine  Republic  £32  2s.  9d.  in  1895,  instead 
of  £100  in  1873.  The  diminished  dividend  from  Mexico  is 
entirely  due  to  the  altered  ratio  between  gold  and  silver. 
The  diminished  dividend  from  British  India  is  due  to  the 
altered  ratio  between  gold  and  silver,  and  a  benefit  conferred 
by  the  imposition  of  a  counter-charge  through  legislative 
enactment.  The  diminished  dividend  from  the  Argentine  is 
due  to  the  currency  being  inconvertible  paper.  Instead  of 
six  intermediaries,  assume  that  the  whole  world  had  but 
one,  consisting  of  a  scientific  automatic  gold  one.  Divest 
this  of  monetary  signs.  Let  the  intermediary  itself,  a  weight 
of  gold,  troy  weight  if  you  will,  be  the  only  nomencla- 
ture. And  then  between  England  and  the  world,  and 
between  each  other  country  and  the  world,  11300-1605  troy 
grains  of  pure  gold  here  would  command  11300-1605  grains 
of  gold  there,  and  the  limits  to  the  fluctuations  of  exchange 
would  be  confined  within  something  less  than  1  per  cent. ; 
because  the  transfer  of  gold  between  the  most  distant  parts 
of  the  world  and  the  charge  for  making  the  transfer  would 
vary  between  \  of  1  per  cent.,  and  shjould  never  be  more 
than  1  per  cent.  This  could  only  be  in  the  days  of 
abundance  of  the  intermediary  commodity,  gold. 

A  comparison  of  these  receipts  in  London  in  1895,  as 
against  those  in  1873,  assuming  that  each  country  in  1873 
had  the  monetary  standard  they  desired  to  possess,  shows 
that  from  a  silver  standard  country  the  receipt  is  48-4  per 
cent,  less ;  from  a  silver-cum-counter-charge  country  it  is 
39-25  per  cent,  less,  and  from  an  inconvertible  paper  currency 
country  it  is  67|  per  cent.  less.  This  also  affords  an  indication 
of  the  heavy  losses  incurred  upon  the  withdrawal  of  capital 
from  countries  with  such  currency  intermediaries  as  silver, 
silver-  cum-counter-charge,  and  inconvertible  paper,  to  those 
who  remitted  the  same  in  1873,  provided  the  exchanges  were 
at  par  at  the  time  of  remittance. 

The  attention  of  the  reader  is  particularly  directed  to  the 
fact  that  in  these  international  interchanges  we  have  not 
had  anything  to  do  with  prices  ;  the  operations  have  simply 
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been  the  interchanges  of  different  intermediaries.  The 
illustrations  of  the  combined  operations  of  prices  and  the 
interchange  of  intermediaries  will  follow. 

In  every  prosperous  community,  whatever  may  be  the 
nature  of  its  intermediary,  investments  are  made  in  securities 
of  the  State,  such  as  loans  and  bonds,  and  in  all  other 
descriptions  of  property  within  the  State.  The  dividends 
are  paid  in  the  currency  or  intermediary  of  the  State. 
Before  and  since  1873  the  purchasing  power  of  the  inter- 
mediary in  silver  standard  countries  has  indicated  little 
change  for  internal  interchanges  in  those  countries.  The 
purchasing  power  of  the  gold  intermediary  has  very  largely 
increased  since  1873  in  all  gold  standard  countries,  and  is 
especially  manifested,  and  to  a  large  extent,  in  the  British 
Isles  both  in  internal  and  international  interchanges. 
As  an  instance  of  this  latter,  take  Rs.  1,000  of 
British  Indian  Government  enfaced  rupee  paper.  This 
paper  is  the  acknowledgment  of  a  claim  for  Rs.  1,000  upon 
the  Government,  payable  at  a  specified  time,  with  an  engage- 
ment to  pay  a  certain  amount  of  interest  per  annum.  This, 
on  registration  at  a  Government  office  in  India,  is  endorsed 
for  payment  by  draft  for  annual  interest  to  be  issued  at  the 
Indian  or  other  office  in  London  for  the  rupees  due  in  India.. 
The  credit  given  to  this  paper  is  excellent,  both  in  the 
British  Isles  and  in  British  India.  The  paper  is  at  a 
premium  of  4  per  cent.  ;  assume  it  was  at  the 
same  premium  in  1873.  The  ratio  of  silver  to  1  of  gold  in 
1873  was  15-63  to  1.  It  is  now  30-79  to  1.  In  1873 
£97  3s.  5d.  was  requisite  to  purchase  Rs.  1,040  of  enfaced 
British  India  Loan  paper.  The  sum  is  1,040  x  165-^15-63  -f- 
113-001605  =  Ans.  £97  3s.  5d.  In  1895,  the  same  on  the 
world-wide  silver  basis,  £49  6s.  5d.  was  requisite  to  effect 
the  same  purchase.  The  sum  is  1,040  x  165-4-30-79 
113-001605  =  Ans.  £49  6s.  5d.  Legislation  in  British  India 
has  conferred,  in  the  shape  of  a  counter-charge  added  on  to 
the  silver,  17*7  per  cent,  increased  purchasing  power  on  the 
rupee  used  in  international  interchanges,  so  that  17'7  per 
cent,  on  to  £49  6s.  5d.  makes  the  cost  in  England  £57  17s. 
only. 

Notwithstanding  the  tremendous  dilemma  the  whole 
world  is  in  through  the  use  of  different  intermediaries,  those 
countries  which  have  been  able  to  maintain  the  integrity  of: 
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their  gold  measure  of  value  are  to  be  most  heartily  con- 
gratulated. Ic  is  not  an  open  question  with  those  who  have 
made  up  their  minds  that  there  is  a  science  of  money,  and 
who  have  thought  it  out  for  themselves  whether  a  false  ratio 
fixed  by  legislation  between  the  commodities  gold  and  silver 
would  do  harm.  Of  that  the  whole  world  has  evidence. 
They  are  confident  that  if  gold  is  fettered  and  silver  is 
favoured,  silver  must  become  the  dominant  metal ;  it  would 
become  the  measure  of  value.  There  would  not  be  any  gold 
prices,  and  gold  would  disappear  from  circulation.  No  one 
with  any  probability  of  accuracy  could  predict  what  would 
be  the  purchasing  power  of  the  silver  pound.  The  con- 
templation of  its  probable  shrunken  power  in  comparison 
with  the  purchasing  power  of  the  gold  pound  should  carry 
dismay  into  the  minds  of  all  prudent,  saving  people  in  every 
station  of  life  wherever  a  gold  currency  exists. 

Gold  and  silver  intermediaries  are  those  which  can  alone  be 
stripped  of  monetary  and  currency  signs.  With  these  two  the 
weight  can  be  made  the  sign.  In  a  gold  monetary  system 
the  price  of  this  watch,  say,  is  344  grains  of  gold.  The  rate  of 
exchange  with  another  country  possessed  of  the  same  money  of 
account  is,  say,  between  France  and  Belgium,  more 
or  less  gold,  expressed  as  premium  or  discount,  than 
4*480359  troy  grains  of  gold  in  France  for  4-480359  troy 
grains  of  gold  in  Belgium.  Between  two  gold  monetary 
systems,  in  which  the  weights  of  the  chief  moneys  of  account 
differ,  the  scientific  system  is  to  quote  and  work  the  exchange 
as  between  gold  systems  in  which  the  moneys  of  account  do 
not  differ,  say  between  New  York  and  London,  more  or  less 
than  113001605  troy  grains  of  goldinNew  York  for  113-001 605 
troy  grains  of  gold  in  London,  or  between  London  and  New 
York,  more  or  less  than  23-22  troy  grains  of  gold  in  London 
for  23  22  grains  of  gold  in  New  York.  The  same  can  be 
adopted  between  countries  possessing  a  silver  intermediary. 
Between  a  country  possessing  a  gold  intermediary  and  another 
with  a  silver  intermediary,  it  would  be  a  gold  price  for  a 
weight  of  silver  equivalent  to  gold,  at  a  given  ratio  between 
the  two  metals.  Between  London  and  Tokio  at  a  ratio,  say 
of  30  of  silver  to  1  of  gold,  the  equivalent  of  gold  to  374-4 
troy  grains  of  silver,  the  Japanese  money  of  account,  is  12-48 
troy  grains,  and  a  greater  or  less  weight  than  this  would  be 
the  price  of  the  374-4  troy  grains  of  silver.    The  rate  in  Tokio 
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on  London  would  be  30  times  113-001605  =  3390-0481 5  troy 
grains  of  silver,  more  cr  less,  for  113-001605  troy  grains  of 
gold. 

We  are  now  in  a  position  to  get  accurate  definitions  of 
prices  and  monetary  and  currency  exchanges.  An  inter- 
mediary, consisting  of  a  substance  or  some  other  thing  to 
facilitate  interchanges,  constitutes  price.  An  exchange 
between  different  intermediaries  constitutes  a  rate  of 
exchange. 

In  a  scientific  gold  monetary  system  price  is  a  monetary 
sign  for  a  definite  weight  of  pure  gold,  which  is  an  equivalent 
in  exchange  for  the  thing  purchased ;  as  6  grains  of  pure 
gold  or  12|  pence  for  anything.  In  this  system  there  are 
six  descriptions  of  exchanges,  with  five  other  monetary  or 
currency  systems  at  present  existing  in  the  world.  I. — More 
or  less  of  a  weight  of  pure  gold,  indicated  by  a  monetary  sign, 
for  a  weight  of  pure  gold  indicated  by  the  name  of  the  money 
of  account  in  another  scientific  gold  monetary  system,  as 
between  the  British  Isles  and  the  United  States  of  America. 
The  fixed  par  is  49-316  pence  for  a  dollar.  A  dollar  and 
49*316  pence  are,  therefore,  different  monetary  signs  for  the 
same  weight  of  pure  gold.  49-654  pence,  or  23-38  troy 
grains  of  gold,  for  23-22  grains  in  the  United  States  ;  this 
extra  weight  of  gold  is  for  all  charges  on  the  transmission  of 
gold  to  the  States,  there  being  no  coinage  charge  there. 
48-976  pence,  or  23-06  troy  grains  of  pure  gold,  for  23-22 
troy  grains  of  pure  gold.  To  save  the  cost  of  shipment  of 
gold  from  the  United  States  to  London,  sales  for  bills  on 
New  York  could  be  made  at  this  rate  of  discount.  There 
being  no  charge  for  coinage  in  the  British  Isles  and  in  the 
United  States,  the  exchanges  are  within  the  narrowest 
limits  bounded  by  the  charges  upon  the  import  or  export  of 
the  metal.  II. — In  future  illustrations,  let  it  be  noted 
that  when  gold  and  silver  are  mentioned,  troy 
grains  of  pure  gold  and  pure  silver  are  meant.  In 
this  second  instance  of  exchange,  more  or  less  of  a  weight 
of  pure  gold,  indicated  by  a  monetary  sign,  for  a  weight  of 
pure  gold  indicated  by  the  name  of  the  money  of  account  in 
a  currency  system  consisting  of  gold  and  a  coinage  charge, 
as  between  the  British  Isles  and  Denmark.  In  this  illustra- 
tion the  unscientific  mode  of  working  the  exchanges,  being 
the  practice  in  the  British  Isles,  is  followed.    A  pound  and 
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18  crowns  16  ores  indicate  113-0016  grains  of  gold.  A 
pound  or  113-0016  grains  of  gold  for  crowns  17  and  98  ores 
or  111-884  grains  of  gold,  or  a  premium  in  London  of  -99 
per  cent.,  of  which  \  per  cent,  is  a  coinage  charge,  besides 
the  expenses  of  the  transmission  of  gold  to  Denmark.  In 
Denmark  crowns  18  and  29-6  ores  or  113-85  grains  of  gold 
for  a  pound,  or  113-0016  grains  of  gold.  This  f  per  cent, 
premium  indicates  transmission  charges  on  gold  from 
Denmark  to  London.  The  same  thing  to  the  party  desiring 
to  place  gold  in  London  would  be  to  sell  a  bill  in  London 
on  Denmark  at  the  equivalent  discount.  III. — More  or  less 
of  a  weight  of  gold,  indicated  by  a  monetary  sign,  for  a 
weight  of  pure  silver  of  equivalent  value  to  gold  in  a  mone- 
tary system  consisting  of  silver,  as  between  the  British  Isles 
and  China.  The  absolute  par  of  exchange  between  London 
and  Shanghai  at  30  parts  of  silver  to  1  part  of  gold  is  17-102 
grains  of  gold,  or  37'36  pence  for  513*0572  grains  of  silver  or 
one  tael.  37-64  pence  indicates  f  per  cent,  more  gold ;  this 
charge  is  for  the  transmission  of  silver.  If  silver  has  to  be 
imported  from  China,  and  could  be  sold  at  the  same  ratio  of 
silver  to  gold  in  London,  §  per  cent,  from  37*36  pence, 
namely,  36-08  pence,  would  indicate  the  weight  of  gold  to  be 
obtained  thereby,  This  shows  a  fluctuation  between  what 
is  called  metal  points  of  \\  per  cent.  IV. — More  or 
less  of  a  weight  of  gold,  indicated  by  a  monetary  sign,  for 
a  weight  of  pure  silver  of  equivalent  value  to  gold 
at  the  ratio  of  the  day,  with  -a  coinage  charge  in  a 
currency  system  consisting  of  silver  and  a  coinage  charge, 
as  between  the  British  Isles  and  Mexico.  The  absolute  par 
of  exchange  between  London  and  Mexico,  at  a  ratio  of  30 
parts  of  silver  to  1  part  of  gold,  is  12-568  grains  of  gold,  or 
26-69  pence,  for  377*0586  grains  of  silver.  The  coinage 
charge  in  Mexico  is  5  per  cent.  13-291  grains  of  gold  or 
28-22  pence  for  one  Mexican  dollar  or  377*0586  grains  of 
silver,  indicates  a  premium,  or  rather  gold  price,  for  the 
dollar  of  5|  per  cent,  more  than  absolute  par,  5  per  cent,  of 
which  is  due  to  coinage  charge.  If  silver  has  to  be  imported 
from  Mexico,  and  could  be  sold  at  the  same  ratio  of  silver  to 
gold  in  London,  %  per  cent,  from  12-568  grains,  the  absolute 
par,  leaves  12-47  grains  of  gold  or  26-49  pence  for  a  Mexican 
dollar  or  377-0586  grains  of  silver.  It  will  be  noticed  that 
the  limits  to  the  fluctuation  of  the  exchanges  between  the 
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gold  monetary  system  of  the  British  Isles  and  the  silver-cum- 
coinage-charge  system  of  Mexico  is  5  per  cent,  higher  than 
that  of  the  exchange  between  the  British  gold  monetary 
system  and  the  Chinese  silver  monetary  system,  provided 
the  absolute  pars  are  the  same  in  both  cases.  V. — More  or 
less  of  a  weight  of  gold,  indicated,  by  a  monetary  sign,  for  a 
weight  of  pure  silver  and  a  counter-charge  in  a  currency 
system  consisting  of  silver  and  a  counter-charge,  as  between 
the  British  Isles  and  British  India  at  present.  The  rate  for 
drafts  in  London  upon  Calcutta  to-day  is  6*474  grains  of 
gold  or  13|  pence  for  165  grains  of  silver  or  one  rupee,  but  at 
the  day's  ratio  of  silver  to  1  of  gold,  viz.,  30-66,  the  world- 
wide gold  price  of  the  rupee,  weight  of  gold  for  weight 
of  silver,  is  5*381 ;  so  that  by  the  act  of  the  British 
Indian  Legislative  Council,  a  fictitious  value,  a  counter- 
charge of  20^  per  cent.,  is  conferred  upon  the  rupee. 
Seeing  that  the  exports  from  British  India  are  handi- 
capped by  a  large  percentage  charge  solely  through  the 
monetary  and  currency  exchanges,  compared  with  similar 
exports  from  countries  possessing  silver  monetary  systems, 
it  is  prudent  to  assume  that  a  time  may  come  when,  instead 
of  British  India  being  an  importer  of  the  precious  metals, 
silver  must  be  resorted  to  as  a  mode  of  furnishing  the 
annual  requirements  of  the  British  Government  from 
British  India.  Even  at  the  present  ratio  between  the 
metals,  assuming  that  it  could  by  any  means  be  maintained, 
the  rate  of  exchange  between  British  India  and  the  British 
Isles,  taking  the  cost  of  dealing  with  the  rupees  at  f  per 
cent.,  would  be  165  grains  of  silver  or  a  rupee  for  5*381  grains 
of  gold,  less  f  per  cent.,  gives  5*341  grains  of  gold  or  11*34 
pence.  This  would  impose  an  additional  burden  upon 
British  India  of  21J  per  cent,  on  the  sum  required  by  the 
British  Government  to  meet  its  annual  obligations  con- 
nected with  that  country.  The  rate  of  exchange  in  the  four 
chief  shipping  ports  of  British  India  are  governed  by  the 
London  rates  upon  Calcutta  and  Bombay.  VI. — Less  of  a 
weight  of  gold,  indicated  by  price  or  rate]  of  exchange,  for  a 
weight  of  gold  or  silver  equivalent  to  gold  at  the  ratio  of 
the  day,  minus  the  discount  on  the  gold  or  silver  indicated 
by  the  premium  in  paper  at  which  the  gold  or  the  silver 
stands  in  inconvertible  paper  currency  systems.  For 
instance,  Russia    aspires    to  a  gold-cum-coinage-charge 
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system.  Coinage  charge  3  per  cent.  Rothwell  Tract  4, 
Sound  Currency  Committee,  New  York.  17-9197  grains  of 
gold  indicate  38  059  pence  and  a  rouble.  The  gold  price  of 
the  inconvertible  paper  rouble  is,  say,  11-66  grains  of  gold, 
or  24  J  pence.  This  is  a  discount  on  par  of  35  per  cent,  in 
London.  This  is  the  same  as  a  premium  in  paper  for  the  gold 
rouble  of  54  per  cent.  Assume  that  property  in  Russia  yields 
interest  of  630^  roubles  a  year,  in  the  intermediary  Russia 
has  set  before  itself  the  sum  at  fixed  par  would  be  £100  in 
the  British  Isles.  To-day  through  the  inconvertible  paper 
intermediary  630J  roubles  will  only  give  £65.  The  Peruvian 
sol  in  1891  was  worth  in  London  1<|  penny.  Had  it  re- 
mained at  this  price  in  London,  at  the  present  ratio  of  silver 
to  gold,  the  interest  formerly  £100  at  that  ratio  would  be 
£7  4s.  3d.  It  will  be  interesting  to  tabulate  these  receipts  in 
the  British  Isles,  compared  with  what  should  have  been 
received  in  1873,  specifying  the  intermediaries. 


1873. 

1895. 

£ 

s 

d 

£100  Gold  intermediary 

100 

0 

0 

,,    Silver  intermediary 

51 

12 

3 

,,    Silver-cum-counter-charge  interme- 

diary, British  India 

60 

15 

ok 

,,    Silver-cum-counter-charge  interme- 

diary, on  the  actual  circulation  of 

the  Dutch  Eastern  possessions  . . 

51 

12 

3 

,,              Made  to  act  as  gold 

100 

0 

0 

,,    Inconvertible    paper  intermediary, 

Russia 

65 

0 

0 

,,    Inconvertible  paper  intermediary, 

Argentina 

32 

1 

3 

,,    Inconvertible    paper  intermediary, 

Peru 

7 

4 

3 

Very  particular  attention  should  be  paid  to  this  compara- 
tive statement.  Four  intermediaries  are  treated.  It  has 
not  been  thought  worth  while  to  treat  of  the  two  other 
intermediaries,  gold-cum-coinage-charge  and  silver-cum- 
coinage-charge.  The  differences  produced  by  varying 
coinage  charges  are  not  sufficiently  large,  but  they  are  an 
important  factor  in  exchange  operations,  competition  in 
which  reduce  profits  to  a  fractional  sum  in  dealing  with  the 
metals.    It  is  evident  that  if  there  had  been  but  one  inter- 
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mediary  in  the  world,  and  that  gold,  there  could  not  have 
been  these  five  other  different  smaller  sums  received  in  the 
British  Isles  instead  of  £100.  Let  it  make  a  profound 
impression  upon  the  uninitiated  mind  that  these  smaller 
sums  are  due  alone  to  the  use  of  three  other  intermediaries, 
silver,  silver-cum-counter-charge,  and  inconvertible  paper. 
The  hey  to  the  derangement  of  prices,  and  the  threatened 
destruction  of  industries  in  some  countries,  is  found  in  the 
use  of  four  intermediaries,  instead  of  only  one,  for  the  whole 
world. 

In  a  gold-cum-coinage-charge  currency  system,  price  is  a 
currency  sign  for  a  definite  weight  of  gold  and  the  coinage 
charge,  whatever  that  might  be.  A  rate  of  exchange  is  also 
a  currency  sign  for  more  or  less  gold,  with  the  coinage 
charge  at  equivalence  with  each  of  the  five  other  monetary 
or  currency  intermediaries.  It  would  be  tedious  to  the 
student  to  work  out  the  international  interchanges  under 
this  system,  as  has  been  done  under  the  gold  intermediary. 
It  would  be  good  exercise  for  those  who  are  determined  to 
possess  practical  skill,  besides  the  knowledge  of  theory,  to  do 
this. 

In  a  scientific  silver  monetary  system,  price  is  a  monetary 
sign  for  a  definite  weight  of  pure  silver.  A  rate  of  exchange 
is  also  a  monetary  sign  for  more  or  less  silver  at  equivalence 
with  each  of  the  five  other  monetary  or  currency  inter- 
mediaries. 

In  a  silver -cum-coinage-charge  currency  system,  price  is  a 
currency  sign  for  a  definite  weight  of  silver  and  the  coinage 
charge,  whatever  that  might  be.  A  rate  of  exchange  is  also 
a  currency  sign  for  more  or  less  silver  with  the  currency 
charge  at  equivalence  with  each  of  the  five  other  monetary 
or  currency  intermediaries. 

In  a  silver-cum-counter-charge  currency  system,  price  is  a 
currency  sign  for  a  weight  of  pure  silver,  with  the  counter- 
charge, whatever  that  might  be.  A  rate  of  exchange  is  also 
a  currency  sign  for  silver,  with  the  counter-charge  at 
equivalence  with  each  of  the  five  other  monetary  or  cur- 
rency intermediaries.  A  charge  for  a  counter  indicates  that 
the  country  imposing  it  has  no  metal  standard.  It  may 
possess  mints,  but  they  might  be  closed  if  the  business  done 
by  them  is  confined  to  a  standard  substance.  It  is  possible 
to  have  a  currency  system  without  any  money,  i.e.,  one  of 
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the  two  substances  gold  and  silver,  but  it  is  impossible  to 
have  a  monetary  system  without  an  unfettered  and  un- 
favoured use  of  one  or  other  of  the  metals,  gold  or  silver,  in 
the  shape  of  bullion  and  coin,  into  which  the  promises  to 
pay  the  standard  metal  on  demand  can  be  converted  at  the 
will  of  the  holder  of  them. 

Inconvertible  paper  currency  system. — The  present  incon- 
vertible paper  currency  systems  of  the  world,  among  the  245 
millions  of  people  who  use  them,  of  whom  202  millions  are  in 
Europe,  have  for  their  basis  definite  weights  of  pure  gold  or 
pure  silver.  Price  in  such  systems  is  a  currency  sign 
indicating  a  quantity  of  promises  to  pay  a  definite  weight  of 
either  gold  here,  or  silver  there,  which  promises  cannot  be 
fulfilled.  These  promises  may  only  buy  a  small  weight  of 
the  weight  of  metal  indicated,  or  they  may  buy  a  weight 
within  a  small  percentage  of  that  indicated  upon  the  face  of 
them.  In  such  systems  the  standard  substance  is  always  at 
either  a  heavy  or  small  premium  in  the  promises  to  pay  it. 
Price  in  such  systems  is  therefore  on  analysis  a  definite 
weight  of  the  standard  substance,  and  a  large  or  small 
quantity  of  promises  to  pay  it.  A  rate  of  exchange  is  a 
price  for  one  or  other  of  the  five  intermediaries. 

It  is  the  writer's  intention,  before  bringing  this  pamphlet 
to  a  close,  to  give  concrete  cases  of  international  inter- 
changes of  one  thing  for  another  thing,  under  a  combina- 
tion of  different  prices  and  different  ratios  between  the  four 
intermediaries.  In  the  meantime,  by  reverting  to  the 
different  sums  obtained  in  London  through  the  use  of  the 
four  great  intermediaries,  some  most  important  truths  can 
be  learned.  We  all  now  see  what  prices  are,  and  admit  that 
in  an  international  interchange  the  price  of  a  thing  in  one 
country  must  be  converted  into  the  price  of  the  thing  in  the 
country  to  which  it  is  sent.  Take  the  wheat  industry  in  the 
British  Isles,  which  seems  threatened  with  extinction.  Assume 
that  the  prices  of  wheat  in  Australia  with  a  gold  intermediary, 
Persia  with  a  silver  intermediary,  Russia  with  an  incon- 
vertible intermediary,  and  Argentina  with  an  inconvertible 
intermediary,  had  in  1873  gold  and  silver  prices.  Let  it  further 
be  assumed  that  there  has  not  been  any  change  of  prices  of 
wheat  in  Persia,  Russia,  and  Argentina :  we  can  then  arrive 
at  the  following  bounties  conferred  through  the  exchanges 
alone.     Upon  Argentina,  compared  with  Australia  and  the 
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British  Isles,  212  per  cent,  ;  compared  with  Russia,  103  per 
cent. ;  compared  with  British  India  silver-cum-counter- 
charge,  90  per  cent. ;  compared  with  Persia,  61  per  cent. 
Upon  Persia,  compared  with  Australia,  &c,  93  per  cent. ; 
compared  with  Russia,  26  per  cent. ;  compared  with  British 
India,  18  per  cent.  Upon  British  India,  compared  with 
Australia,  &c,  65  per  cent. ;  compared  with  Russia,  7  per  cent. 
Upon  Russia,  compared  with  Australia,  &c,  54  per  cent. 

Before  proceeding  to  deal  with  the  more  immediate  object 
of  this  paper,  the  demonstration  of  the  effect  upon  inter- 
national interchanges  produced  by  the  combined  operation 
of  prices  and  monetary  and  currency  exchanges,  the  writer 
would  give  prominence  to  some  statements  which  he 
considers  to  be  important  and  indisputable. 

I.  — That  all  international  interchanges  of  capital  and  in- 
terest are  subject  to  one  rate  of  exchange  or  the  interchange 
of  two  of  the  six  intermediaries.  See  the  seven  examples 
given  before. 

II.  — That  all  international  interchanges  of  things,  i.e. 
raw  and  manufactured  products,  shares,  stocks,  title  deeds, 
&c,  for  things,  are  subject  to  two  prices  and  two  rates  of 
exchange,  or  two  interchanges  of  two  of  the  six  interme- 
diaries. 

III.  — That,  however  large  the  proportion  of  interchanges 
by  barter  that  may  be  carried  on  in  a  country,  the  interme- 
diary in  use  at  the  shipping  ports  is  one  of  the  six  monetary 
or  currency  systems  which  have  been  defined. 

IV.  — That  it  is  a  fact  that  since  1873  prices  on  the 
seaboard  of  countries  possessing  an  effective  silver  in- 
termediary have  not  risen  in  anything  like  a  correlative 
ratio  to  the  fall  in  the  gold  price  of  silver  in  effective  gold 
standard  countries.  That  statements  are  made  by  responsible 
persons  in  various  parts  of  the  East  that  there  has  been 
little  or  no  change  of  prices  since  1873,  especially  in  countries 
beyond  India. 

V.  — That  it  is  an  indisputable  fact  in  the  experience  of 
experts  in  the  exchanges,  and  the  traders  in  this  country 
with  countries  possessing  effective  silver  monetary  systems, 
that  as  the  gold  price  of  silver  fell,  the  silver  price  of  gold 
rose  in  the  same  proportion ;  that  this  latter  fact  of  necessity 
diminished  the  weight  of  gold  to  be  paid  as  the  equivalent  to 
the  silver  in  gold  standard  countries,  as  has  just  been  proved 
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in  the  examples  under  the  head  of  the  operation  of  four  in- 
termediaries. Besides  the  fact  that  British  traders  with 
countries  possessing  an  effective  silver  intermediary  have 
not  made  exceptional  profits  since  1873. 

If  there  is  no  disputing  that  which  this  paper  thus  far  con- 
tains, the  subject  might  be  disposed  of  without  going  further. 

The  Royal  Gold  and  Silver  Commission  of  1886-9  was 
appointed  to  discover  the  cause  of  the  fall  of  prices  in  the 
British  Isles  since  1873. 

Those  who  affirm  that  this  fall  is  due  to  appreciation  of 
gold,  caused  by  scarcity,  traceable  to  a  large  extent  to  a 
fresh  distribution  of  £200,000,000  of  it,  should  direct  their 
attention  to  the  altered  ratio  between  gold  and  silver,  which 
disturbing  element,  when  known,  it  is  impossible  to  escape. 
This  altered  ratio  had  its  effect  on  gold  prices  through  the 
exchanges,  a  measurable  effect  upon  everything  exported 
from  effective  silver  standard  countries,  whether  prices  in 
those  countries  had  remained  stationary,  or  risen,  or  fallen. 
This  altered  ratio  is  the  first  thing  to  be  considered.  It  is 
the  most  evident.  Pull  weight  must  be  given  to  it  in  all 
the  circumstances  of  international  trade,  and  it  will  be 
found  the  predominant  factor  to  account  for  nearly  all  the 
disturbances  of  prices  in  effective  gold  standard  countries. 
Unless  prices  rose  in  silver  standard  countries,  commen- 
surate with  the  fall  in  the  gold  price  of  silver,  the  accus- 
tomed exports  to  such  countries  could  only  be  furnished  at 
a  lower  price  to  meet  the, rise  in  the  silver  price  of  gold,  as 
the  return  for  the  piece  goods,  or  what  not,  are  made 
through  the  instrumentality  of  the  intermediaries,  silver 
for  gold,  whether  sent  in  kind,  bills,  or  metal. 

Those  who  affirm  that  the  fall  of  prices  in  gold  standard 
countries  is  due  to  diminished  cost  of  production  cr  over- 
production of  goods,  must  first  reckon  with  the  altered 
ratio.  Its  effects  through  the  exchanges  can  be  tabulated. 
After  reckoning  with  this,  they  may  take  the  remaining 
difference  and  set  it  down  to  diminished  cost  of  production 
and  carriage,  if  they  please.  In  connection  with  this,  some 
remarks  of  the  writer  in  the  Times  of  this  month  on  the 
Tokio  Exhibition  may  be  quoted  :  "  The  cost  of  the  neces- 
saries of  life,  as  far  as  the  masses  are  concerned,  has 
remained  absolutely  unaffected  by  the  fall  in  the  value  of 
silver.    .    .    .    But  while  the  wages  bill  of  the  employer  in 
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China  or  Japan  has  remained  actually  the  same,  it  stands, 
in  relation  to  that  of  his  Western  competitor,  at  only  half 
the  figure  to  which  it  formerly  amounted  .  .  .  the  real 
cost  in  China  or  Japan  is  no  longer,  as  it  formerly  was,  £10 
as  against  £20  in  England,  but  only  about  £5."  As  an 
evidence  that  there  can  have  been  little  or  no  alteration  in 
prices  in  British  India  since  1873,  it  may  be  mentioned  that 
the  stipend  of  the  missionaries  of  the  Church  Missionary 
Society  in  that  country  is  unchanged. 

Keeping  well  before  us  the  result  of  the  altered  condition 
of  four  of  six  of  the  world's  intermediaries,  manifested  in 
remittances  to  London  before  adduced,  it  is  painful  to  find 
in  tract  No.  2,  issued  by  the  Gold  Standard  Defence  Associa- 
tion, "  The  evils  alleged  by  the  bimetallists  are,  to  say  the 
least,  much  exaggerated,  and  that,  so  far  as  they 
exist,  they  are  accounted  for  by  causes  wholly  apart  from 
currency.  .  .  .  The  low  prices  of  necessaries  of  life  are 
a  great  advantage  to  the  general  mass  of  the  people.  Nor  is 
there  any  reason  for  thinking  that  the  present  low  prices  are 
due  to  currency  causes."  In  tract  3,  in  reply  to  bimetallists, 
"  The  cause  of  such  depression  as  exists  is  not  to  be  found  in 
the  change  of  currencies."  In  tract  5  "  The  Gold  Associa- 
tion make  no  such  confusion  as  is  attributed  to  them  with 
respect  to  the  causes  of  low  prices.  They  assert  that  low 
prices  due  to  improved  methods  of  production,  trans- 
port, and  exchange,  are  a  good  thing,  and  they  assert 
further  that  this  is  what  has  happened.'"  It 
would  be  interesting  to  know  whether  by  the 
term  exchange  introduced  into  this  paragraph  the 
foreign  and  colonial  exchanges  are  meant.  If  this  is  meant, 
it  is  a  most  unhappy  hit,  for  the  altered  state  of  the  ex- 
changes between  monetary  and  currency  systems  is  the 
main,  if  not  the  only,  cause.  In  tract  No.  6  we  find,  "  The 
new  bimetallism  is  thus  entirely  different  from  the  old,  and 
was  unheard  of  in  the  world  either  in  theory  or  practice 
until  now.  The  new  theory  may  be  right."  This  is  an 
admission  which  one  would  little  expect  from  the  writers  in 
defence  of  the  gold  standard.  It  is  a  pity  that  these  blots 
on  the  thirteen  tracts,  so  far  issued  by  the  Association,  have 
appeared,  for  there  is  much,  especially  the  historical  portion 
of  them,  which  is  valuable  and  useful. 
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Memorandum  sent  to  The  Royal  Gold  and  Silver  Com- 
mission of  1886-9  on  the  Cause  of  Fall  of  Prices  in 
the  British  Isles  since  1873. 


The  object  with  which  the  writer  sent  this  memorandum 
to  the  Royal  Gold  and  Silver  Commission  in  1887  was  to 
demonstrate  that  the  fall  of  prices  in  the  British  Isles  was 
due  to  the  dislocation  between  gold  and  silver — in  other 
words,  to  a  higher  ratio  of  silver  to  gold.  It  presented  a 
concrete  case  of  the  exchange  of  Manchester  piece  goods  for 
Indian  wheat  in  1873  at  a  ratio  of  15*55  parts  of  silver  to 
1  part  of  gold,  compared  with  the  exchange  of  the  same 
number  and  quality  of  piece  goods  for  the  same  weight  and 
quality  of  wheat  in  1887  at  a  ratio  of  20-30  parts  of  silver  to 
1  part  of  gold.  The  four  prices  and  the  two  terms  of  inter- 
change of  the  monetary  intermediaries,  gold  and  silver,  were 
in  1873  for  the  piece  goods  7s.  ll^d.  per  piece  and  Rs.4  3  7 
per  piece,  and  the  exchange  22*65  pence  per  rupee  ;  for  the 
wheat  Rs.14  4  10  per  quarter  and  30s.  5£d.  per  quarter,  and 
the  exchange  22-65  pence  per  rupee.  The  four  prices  and 
the  two  terms  of  interchange  of  the  intermediaries  were,  in 
1887,  piece  goods  5s.  10£d.  and  Rs.4  3  7  per  piece,  and  the 
exchange  16*75  pence  per  rupee ;  wheat  Rs.14  4  10  and 
22s.  6£d.  per  quarter,  and  the  exchange  16-75  pence  per 
rupee.  The  comparative  average  cost  of  production  of 
silver  and  gold  was  stated.  The  two  other  asserted  causes 
of  the  decline  of  prices  in  the  British  Isles,  viz.,  scarcity  of 
gold  and  diminished  cost  of,  or  over-production  of,  commo- 
dities, were  examined  and  dismissed  as  inadequate.  With 
regard  to  these  two  causes  it  was  asserted  that,  in  the 
writer's  opinion,  should  the  gold  price  of  silver  become  44 
parts  of  silver  to  1  of  gold  there  must  be  a  pressure  to  adjust 
prices  generally  to  that  relation,  and  that  in  all 
probability  it  would  take  the  shape  of  a  further 
decline  of  prices  in  gold  standard  countries.  The 
ratio  of  silver  to  gold  is  now  between  30  and  31  of  silver 
to  1  of  gold.    With  reference  to  the  particular  article  wheat, 
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for  the  supply  of  which  to  this  country  the  competition  is  so 
keen  on  the  part  of  the  rest  of  the  wheat-producing  countries 
of  the  world,  the  relation  of  the  price  of  wheat  to  the  price 
of  silver  is  seen  in  the  diagram  published  in  The  Accountant 
of  the  25th  January  1895.  It  may  be  that  many  advocates 
of  monometallism  have  learnt  no  more  from  this  memo- 
randum, and  that  which  the  writer  has  subsequently  written 
upon  the  effect  of  an  altered  ratio  between  gold  and  silver 
upon  prices,  than  the  writers  of  the  tracts  issued  by  the 
Gold  Standard  Defence  Association,  who  stoutly  deny  that 
it  has  had  any  effect  at  all.  It  will  be  interesting  to  see 
whether  the  Gold  Standard  Defence  Association  will  persist 
in  this  assertion.  The  testimony  of  Consuls  in  the  East  and 
in  America,  the  experience  of  the  experts  in  the  exchanges 
and  of  men  doing  business  between  countries,  one  possessed 
of  a  gold  and  the  other  a  silver  measure  of  value,  is  entirely 
against  them.  In  the  second  month  of  this  year  a  pamphlet 
by  an  anonymous  writer  who  has  had  commercial  experience 
in  Brazil,  printed  by  Waddington  &  Sons,  News  office, 
Todmorden,  entitled  "  Currency  Derangements  the  chief 
cause  of  the  present  Agricultural  and  Manufacturing 
Depression,"  was  received  by  the  writer.  It  is  a  comment 
upon  the  evidence  given  by  a  tenant  farmer,  Mr.  Wyatt,  before 
the  present  Royal  Commission  on  Agriculture,  which 
displays  a  knowledge  of  the  action  of  an  altered  ratio  between 
gold  and  silver  upon  prices  of  wheat  into  a  country  with  a 
gold  intermediary  from  countries  the  intermediaries  in 
which  are  inconvertible  paper  and  silver.  The  writer  con- 
siders that  the  twelve  pages  of  this  little  tract  is  the  best 
thing  he  has  read  from  anyone  advocating  bimetallism. 
But  while  the  writer  of  this  tract  sets  forth  one  truth  clearly, 
he  does  not  appear  to  realise  that  his  advocacy  of  "a 
universal  once-for-all  legislative  fixture  of  ratio  "  between 
the  two  metals  could  only  be  a  temporary  expedient,  as  it 
would  but  for  a  time  confer  a  monopoly  in  the  shape  of  a 
bounty  on  the  most  cheaply  produced  metal,  which  would 
cease  so  soon  as  the  world's  measure  of  value  becomes,  as  of 
necessity  it  must  become,  the  cheapest  produced  metal. 
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Peices  in  Beitish  India  of  Expoets  and  Impoets 
between  Beitish  India  and  the  Beitish  Isles  in 
1873,  1893,  and  Januaey  1895.  Feom  India  Office 
Blue  Book. 

Imports  into  British  India. 


CO 

t\ 

OO 

Jan.  1893. 

Jan. 1895. 

In  1873, 
prices  100 
In  Jan.  189; 

Grey  shirtings  per  piece. .  Rs. 

5  13 

0 

4 

9 

6 

4 

3 

6 

7i 

Mule  twist  per  morah.    . .  „ 

o  6 

9 

0 

4 

9i 

0 

4 

6 

70 

Copper  sheathing  per  F. 

maund           . .          . .  „ 

36  12 

0 

32 

0 

0 

36 

0 

0 

90 

Copper  brazier   per  F. 

maund           . .          . .  ,, 

36  12 

0 

30 

0 

0 

32 

2 

0 

83 

Iron,  flat,  bar  and  bolt  per 

maund           . .          . .  „ 

3  " 

0 

4 

6 

0 

4 

12 

0 

106 

Spelter,  hard     . .          . .  „ 

7  0 

0 

9 

12 

0 

9 

5 

0 

131 

Exports  to  British  Isles. 


Castor  oil  per  B.  maund. . 

Rs.    13  12 

0 

13  0 

0 

13 

8 

0 

107 

Buffalo  hides  per  corge  . . 

„    120  0 

0 

(  Meerut  } 

1  8a   0   0  r 

86 

0 

0 

Patna      „  „ 

„     62  0 

0 

126 

Indigo  per  maund 

,.    252  0 

0 

300  0 

0 

275 

0 

0 

105 

Jute  per  bale 

„     16  0 

0 

35  0 

0 

32 

0 

0 

175 

Shellac,     orange,  per 

maund 

„     62  8 

0 

60  0 

0 

93 

0 

0 

158 

Rice,  Moonghy  . . 

23 

0 

3 

8 

0 

147 

,,  Ballam 

24 

0 

3  13 

0 

3 

2 

0 

122 

Seed,  lin. 

4  13 

0 

5  12 

0 

4 

10 

0 

96 

til 

4  12 

0 

5 

10 

6 

112 

„  poppy 

-»      5  2 

0 

5  9 

0 

5 

12 

6 

113 

Silk,  Cossunibuzar 

„     22  8 

0 

17  12 

0 

15 

4 

0 

68 

,,  Surdah 

i>     25  0 

0 

18  8 

0 

15 

0 

0 

68 

Tea.  fine 

1  3 

0 

0  13 

6 

0 

15 

0 

97 

,,   Souchong  . . 

11      0  10 

3 

0  6 

6 

0 

7 

0 

64 

„  Congou 

08 

0 

0  6 

0 

0 

6 

9 

84 

Wheat,  Doodiah 

3  5 

0 

3  4 

9 

2 

12 

6 

82 

Cotton  per  candy 

i.    254  0 

0 

273  0 

0 

178 

0 

0 

70 

Wool  

>.    195  0 

0 

132  8 

0 

132 

0 

0 

68 

London  prices  of  silver  .. 

38gd. 

27-3id. 

Ratio  of  silver  to  1  of  gold 

1578 

2^57 

34"53 
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On  a  general  view  of  these  six  prices  of  imports  and  19 
prices  of  exports  of  commodities  at  three  different  periods 
in  British  India,  it  may  be  said,  with  some  notable  excep- 
tions, that  the  experience  in  British  India  is  of  the  same 
nature  as  that  received  from  the  further  East,  that  prices 
have  not  obeyed  the  Bagehot  dogma  of  experiencing  a  rise 
commensurate  with  the  fall  in  the  gold  price  of  silver.  Of 
these  25  prices  in  1873,  14  had  fallen  and  8  risen  in  1893, 
while  in  1895,  compared  with  1873, 13  had  fallen  and  11  had 
risen.  For  three  articles  British  India  has  almost  a 
monopoly,  indigo,  jute,  and  shellac.  These  show  a  very 
considerable  rise  of  price  in  both  periods  over  1873.  The 
comparison  with  January  1893  is  introduced  because  in 
the  middle  of  that  year  legislation  in  British  India  destroyed 
the  silver  standard,  and  added  a  counter-charge  to  the 
rupee,  thus  handicapping  British  India  in  her  competition 
with  countries  possessing  an  effective  silver  standard,  to 
supply  the  British  Isles  with  her  products  through  the 
exchange  of  the  intermediaries  silver-cum-counter-charge 
for  gold.  The  writer  most  earnestly  hopes  that  he  has  made 
it  clear  to  everyone  that  anything  which  is  bought  in  one 
country  for  sale  in  another  country  must  be  subject  to  two 
prices,  one  in  the  country  sending,  and  another  in  the 
country  receiving,  the  thing,  besides  the  exchange  of  the 
intermediaries  constituting  prices  used  in  the  two  countries. 
Of  course,  it  is  impossible  to  say  to  what  extent  a  change  of 
price  is  due  to  a  change  in  the  cost  of  the  production  of  the 
thing,  or  a  change  in  the  supply  or  demand  of  the  thing. 
But  we  have  learnt  that  this  altered  ratio  between  gold  and 
silver,  and  the  altered  ratio  between  each  and  the  other 
three  intermediaries  are  definite  and  measurable  alterations 
which  must  be  evident  in  prices  somewhere  unless  the 
trader  is  making  extraordinary  profits.  This  last  cannot  be 
generally  proved,  and  the  traders  deny  it.  Since  1873  the 
first  question  with  the  trader  who  deals  with  another 
country  is  :  What  is  the  rate  of  exchange  of  the  inter- 
mediaries used  in  the  projected  operation  ?  Let  us  take 
wheat  from  India  to  the  British  Isles,  assuming  that  in  the 
three  periods  British  India  had  an  effective  silver  inter- 
mediary :  The  highest  price  of  wheat  was  B-s.  3  14  in  July 
1878,  and  the  lowest  Rs.  2  7  5,  in  July  1885 ;  between  1873 
and  1894.    We  will  take  the  three  wheat  prices,  for  1873, 
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Rs.  3  5,  at  a  ratio  of  15-78  to  1 ;  for  1895,  Rs.  2  12  6,  at  a 
ratio  of  24-57  to  1 ;  for  1893,  Rs.  3  4  9,  at  a  ratio  of  34-53  to  1. 
The  equivalents  in  London  would  be  73£d.  in  1873  ;  in  1893, 
40-10d. ;  and  in  1895,  33|d.  In  January  1895  the  price  in 
London  for  a  rupee-cum-counter-charge  wasl2i§d.per  rupee. 
Since  the  absolute  gold  equivalent  for  the  rupee  at  the  ratio 
of  the  day  between  the  metals  was  10-15  pence,  it  shows  that 
the  rupee  had  a  fictitious  value  of  26-23  per  cent.  These 
sums  are  exceedingly  simple.  In  three  cases  they  deal  with 
four  factors,  and  in  the  fourth  with  five  factors.  These  are 
the  weight  of  pure  silver  in  the  rupee,  the  British  Indian 
price,  the  ratio  between  the  metals,  and  the  monetary  sign 
for  a  grain  of  gold.    Stated,  they  are  thus : — 

165  xRs.  3  5  0-f- 15-78x2-123863  pence  =  73 J  pence 
165 x  „  2  12    6-^24-57 x         „  =40-10  „ 

165 x  „  3    4    9^34-53 x         „  =  33£  „ 

165  x  „  3    4    9^  34-53  x         „  +  26-23  p/c  =  42|  „ 
Suppose  that,  in  1873,  1893,  and  1895,  the  British  Isles  and 
British  India  had  one  intermediary,  either  automatic  gold  or 
automatic  silver,  the  equivalent  to  the  British  Indian  prices 
in  the  British  Isles  would  have  been  as  follows  :— 

165xRs.3    5    0^-15-78x2-123863  =  73^  pence 
165  x  „  2  12    6-f-   „    x       „     =62£  „ 
165x  ,,3    4    9--,,    X       „     =73£  „ 
The  writer  cannot  too  earnestly  impress  upon  his  readers 
that  these  falls  in  the  British  equivalent  prices  of  35J  per 
cent,  in  one  case  and  54-4  per  cent,  in  the  other  are  solely 
due  to  the  altered  ratio  between  the  two  intermediaries.  It 
has  not  been  necessary  to  give  minute  concrete  cases,  such 
as  was  furnished  to  the  Royal  Gold  and  Silver  Commission 
1886-9  Report  in  1887,  but  if  each  of  those  who  had  anything 
to  do  with  that  unfortunate  Commission  will  set  himself  to 
study  and  finds  that  he  can  follow  and  appreciate  this  pam- 
phlet, he  cannot  fail  to  agree  with  most  of  the  conclusions 
arrived  at  in  the  writer's  memorandum  printed  in  the 
Report  of  that  Commission. 

In  the  writer's  minute  of  1887  attention  was  drawn  to  the 
different  circumstances  of  British  India  and  the  British  Isles 
in  connection  with  the  mode  by  which  each  country  carries 
on  its  internal  interchanges,  and  expressed  the  opinion 
that  "  the  difference  between  the  sensitiveness  of  the  mone- 
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tary  systems  of  the  two  countries  may  be  compared  in 
the  one  case  to  a  well-strung  Eolian  harp,  which  res- 
ponds to  every  breath  of  wind ;  whereas,  in  the  other 
case,  the  harp  is  at  best  ineffectively  strung."  It 
is  an  interesting  and  most  important  investigation  to 
know  the  effect  upon  internal  and  international  interchanges 
produced  by  the  intermediary  professedly,  and,  so  far  as  it 
goes,  actually,  in  use  in  each  country  of  the  world.  When 
the  minds  of  statesmen,  especially  the  finance  ministers  of 
the  world,  are  sufficiently  educated  to  realise  the  vast  impor- 
tance of  the  action  of  the  world's  six  intermediaries,  some- 
thing may  be  done  in  this  direction.  The  writer  feels  that 
this  would  be  a  most  important  addition  to  his  work.  It  is, 
however,  one  he  is  utterly  helpless  to  aid. 

Adverting  to  the  concrete  case  of  the  interchange  of 
British  piece  goods  for  British  Indian  wheat,  the  altered 
ratio  between  gold  and  silver  enforced  an  altered  state  of 
equivalent  prices  somewhere.  In  the  case  instanced,  the 
entire  change  of  prices  took  place  in  the  British  Isles.  It 
might  have  been  entirely  in  British  India.  It  might  have 
been  partially  in  the  British  Isles  and  partially  in  British 
India.  But  the  altered  ratio  must  have  had  its  full  effect 
somewhere. 

The  business  of  some  merchants,  stock  exchange  operators 
and  dealers,  consists  in  purchasing  this,  that,  or  the  other 
thing,  and  sending  it  for  sale  in  another  country,  and  re- 
ceiving back  in  exchange  for  the  thing  some  other  thing  for 
sale.  The  business  of  others  consists  in  purchasing  this, 
that,  or  the  other  thing,  and  sending  it  for  sale  to  another 
country,  and  receiving  back  the  proceeds  in  the  currency  of 
the  country  in  which  the  purchase  of  the  thing  was  made. 
The  business  of  others  consists  in  receiving  any  thing 
for  sale  from  another  country,  and  sending  back 
the  proceeds  in  the  currency  of  the  country  whence 
the  thing  was  received.  All  these  operators  know 
perfectly  well  that  in  the  first  international  inter- 
change there  are  four  prices  and  two  exchanges  of 
intermediaries ;  a  price  of  the  thing  sent,  and  another  of 
the  thing  received,  and  one  rate  of  exchange  of  the  inter- 
mediary of  one  country  for  the  intermediary  of  the  other 
country  ;  a  price  of  the  thing  received,  another  of  the  thing 
purchased,  and  one  rate  of  exchange  of  the  intermediary  o£ 
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the  other  country  for  the  intermediary  of  the  country  in 
which  the  international  exchange  originated.  That  in  the 
second  and  third  interchanges  there  are  two  prices  and  two 
rates  of  exchange  ;  the  price  of  the  thing  sent  and  one 
exchange  in  one  country,  the  price  of  the  thing  received  and 
the  rate  of  exchange  in  the  other  country.  All  these 
operators  have  learned  by  experience,  the  best  of  teachers, 
that  the  most  important  factor  in  their  operations  is  the 
indispensably  necessary  exchange  of  intermediaries  if  their 
business  is  with  countries,  the  intermediaries  in  which  are 
not  the  same  as  that  in  use  in  their  own  country. 

There  are  those,  who  know  quite  as  much  about  inter- 
national exchanges  as  the  writer  does,  who  assert,  if  you 
leave  things  alone  they  will  right  themselves.  Are  we  to 
understand  by  this  that,  if  no  legislation  takes  place  any- 
where, Mill's  dogma  will  work  itself  out  all  right,  and  the 
world's  international  interchanges  will  be  conducted  on  the 
terms  of  barter — that  is,  as  though  the  world  had  but  one 
intermediary  ?  Does  it  not  appear  that,  if  this  is  meant,  a 
flat  denial  must,  most  unfortunately,  be  given  to  the  asser- 
tion? In  support  of  the  denial,  there  are  nearly  a  quarter- 
of-a-century's  experience  of  the  altered  and  altering  ratio  of 
silver  to  gold  ;  and  the  effect  of  that  in  the  figures  con- 
firming the  same  in  this  pamphlet. 

Mill's  and  BagehoVs  Dogmas. 

The  writer  trusts  that  he  has  now  demonstrated  that 
truth  in  Mill's  dogma,  "  That  the  substitution  of  money  for 
barter  makes  no  difference  in  exports  or  imports,  nor  in  the 
law  of  international  values  "  (J.  S.  Mill,  Book  III.,  chap.  21),  < 
can  only  co-exist  with  one  intermediary  for  the  whole 
world ;  and  that  it  is  not  true  at  the  present  time,  when  the 
ratio  between  silver  and  gold  is  so  vastly  changed.  Further, 
that  it  never  was  true,  at  the  time  when  inconvertible  paper 
formed  the  currency  of  one  or  more  countries,  in  the  strict 
sense  of  the  terms  of  the  dogma.  Bagehot's  dogma, 
"  That,  in  the  event  of  a  fall  fn  the  gold  price  of  silver, 
there  would  be  a  correlative  rise  of  prices  in  countries 
possessing  an  effective  silver  standard,"  is  only  a  corollary 
of  Mill's  dogma,  and  would  have  no  point  if  there 
was    but    one    intermediary    in    the  world.     It  is  not 
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two  months  since  the  writer  examined  Mill's  writings 
upon  this  question.  He  had  previously  never  doubted  the 
accuracy  of  the  dogma.  And  this,  though  he  has  for  years 
stoutly  denied  the  accuracy  of  Bagehot's  corollary,  and  in 
1887  proved  his  point.  He  now  finds  that  he  is  only  giving 
prominence  to  knowledge  which  other  people  have  long 
possessed.  True,  the  knowledge  has  been  confined  to  those 
taught  by  experience,  and  apparently  never  divulged  to 
enlighten  political  economists  or  instruct  statesmen,  and 
filter  down  to  the  understanding  of  ordinary  mankind. 
It  is  possible  that  some  Chinese  or  Japanese  political 
economist  may  have  written  truth  about  the  matter,  the 
former,  perhaps,  from  their  never  having  mystified  their 
understanding  with  monetary  signs,  and  the  latter  from 
their  study  of  Mill  and  their  present  exceptional  keenness  in 
the  practical  working  of  international  interchanges.  The 
new  book  upon  the  exchanges  in  Japan,  by  Mr.  Tsuchiko,  is 
on  the  lines  of  the  writer's  Ready  Reckoner  of  the  World's 
Exchanges,  and  as  the  writer  supposed,  it  is  a  fact  that  daily 
papers  in  Japan  give  the  ratio  of  silver  to  one  of  gold  as  one 
of  the  most  important  items  of  daily  information  for  the 
monetary  and  trading  world.  Though  the  late  Mr.  Ellis, 
the  editor  of  the  Bankers'  Magazine,  was  fully  alive  to  the 
vast  importance  of  this  information,  he  could  not  be  induced 
to  give  it  daily,  or  even  monthly,  prominence  in  any 
financial  or  commercial  publication.  The  writer  would  here 
thank  the  Editor  of  The  Accountant  and  the  Editor  of  the 
South  American  Journal  for  their  compliance  with  his  desire 
by  the  appearance  of  the  ratio  of  silver  to  one  of  gold  on 
each  of  six  days  in  their  weekly  issues,  and  he  again  appeals 
to  the  daily  press,  in  the  interests  of  everyone,  that  the 
daily  ratio,  instead  of  the  price,  should  form  a  quotation. 

The  Extreme  Simplicity  of  the  World's  Monetary  and 
Currency  Exchanges. 

Prices  and  monetary  and  currency  exchanges  stripped  of 
signs  and  dealt  in  by  weights  as  far  as  they  can  be,  makes  a 
subject  which  by  some  was  known,  or  reported,  to  be  so 
abstruse  and  difficult  of  acquirement  as  to  cause  restraint 
of  the  student  in  a  lunatic  asylum,  so  simple  that  it  will 
become  a  disgrace  for  any  child  in  the  advanced  school 
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board  classes  to  leave  without  the  mastery  of  it.  If  all  the 
world  had  one  metal  intermediary  and  measure  of  value  the 
monetary  exchanges  would  be  a  very  minor  factor  in  inter- 
national interchanges.  A  deviation  in  price  between 
countries  due  to  the  exchange  would  be  covered  by  1  per 
cent,  between  the  ends  of  the  earth.  If  this  price  was,  say, 
in  the  troy  weight  throughout  the  world— pounds,  ounces, 
pennyweights,  and  grains  the  only  signs — then  a  rate  of 
exchange  would  be  a  small  premium  or  a  small  discount 
upon  the  weight.  The  simplicity  of  even  the  working  of  six 
intermediaries  instead  of  one,  shown  in  this  paper,  the 
writer's  lecture  of  the  29th  May  1895,  together  with  the  use 
of  his  multiples  in  his  Ready  Reckoner  of  the  Exchanges,  is 
so  great  as  to  render  all  conversions  of  one  intermediary  into 
another  within  the  easy  practice  of  every  one  who  will  take 
the  pains  to  use  the  tools  placed  at  his  command.  He  would 
appeal  again,  especially  to  all  who  are  responsible  for  the 
education  of  the  young,  that  this  subject,  so  far  as  is  com- 
mensurate with  their  understanding,  should  be  taught  to 
every  young  person.  Having  the  weight  of  pure  metal  which 
is  in  each  chief  money  of  account  in  the  world,  there  is  not 
a  calculation  in  this  paper,  in  the  lecture  of  the  29th  May 
1895,  or  in  the  Ready  Reckoner  of  the  World's  Exchanges, 
that  any  properly  instructed  boy  or  girl  could  not  make,  for 
the  whole  are  summed  up  in  decimal  multiplication,  divi- 
sion, subtraction,  and  addition,  besides  the  reckoning  of 
interest.  The  writer  has  been  told  by  a  well-known  and 
highly  successful  teacher  of  boys  that  he  can,  with  the  aid 
of  the  Ready  Reckoner,  save  much  time  over  an  exchange 
calculation  compared  with  the  old  manner  of  arriving  at 
the  same  answer. 

Wages  and  Currency  Intermediaries  of  the  World. 

A  note  has  been  sounded  in  Germany  that  one  of  the  most 
prominent  subjects  for  investigation  at  the  proposed  meeting 
of  Socialists  to  be  held  in  London  at  the  beginning  of  next 
year  is  Wages  in  the  East.  This  is  a  very  large  and  impor- 
tant question.  How  far  are  wages  in  operation  in  the  East  ? 
This  is  the  first  to  receive  an  answer.  It  may  be  found  that 
it  cannot  be  said  to  exist  except  in  connection  with  factories. 
Barter  is  practised  to  a  very  large  extent  in  the  internal 
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interchanges  of  India.  It,  perhaps,  is  somewhat  near  the 
truth  that  the  products  of  the  field  are  gained  without  any 
wage  at  all.  The  masses  are  interested  in  the  soil ;  they 
produce  and  feed  upon  their  produce  ;  they  sell  such  of  their 
products  as  they  do  not  require  for  themselves,  and  mostly 
live  as  their  forefathers  lived.  Factory  life  has  taken  root 
in  the  East,  and  is  bound  to  rapidly  extend.  The  wages 
question  is  a  big  one  for  the  world,  and  the  only  reason  for 
the  writer's  alluding  to  it  is  that  it  affords  him  the  opportu- 
nity to  implore  the  study  of  it  by  the  ablest  men  in  the 
world  in  connection  with  the  world's  present  currency  inter- 
mediaries ;  for  the  dilemma  the  world  is  in  through  the 
state  of  its  currencies  looms  larger  in  his  vision  to-day  than 
it  did  two  months  ago. 


52 


Republished  from  the  Bankees'  Magazine,  November  1895. 
THE  CURRENCY  PROBLEM. 

IS     IT     FALSE     POLITICAL  ECONOMY? 

Sie, — It  is  a  most  serious  question  whether  the  teaching 
of  political  economists  is  true  with  regard  to  the  interna- 
tional interchanges  of  things  and  services  as  effected  by 
barter,  compared  with  the  instrumentality  of  such 
intermediaries  as  the  world's  six  monetary  and  currency 
systems  present.  In  examining  into  this,  your  readers  must 
be  credited  with  a  knowledge  of  the  writer's  views  as  he  has 
set  them  forth  in  his  various  writings  since  1882,  and  more 
especially  with  his  two  lectures  delivered  at  the  Chartered 
Accountants'  Institute,  one  on  the  4th  April  1894,  on 
"Money — What  it  is,  and  how  it  does  its  work,"  which  is 
bound  up  in  that  institution's  Annual  for  1894 ;  the  other 
on  the  29th  May  1895,  upon  the  elements  of  money  under 
the  title  of  "Prices  and  foreign  and  colonial  monetary  and 
currency  exchanges  of  the  world  worked  by  weight  and 
monetary  and  currency  signs ;  also  prices  as  affected  by  an 
altered  ratio  between  gold  and  silver."  My  "  Science  of 
money  with  investigations  into  bimetallism  and  four  of  its 
alternatives,"  also  "The  probable  future  natural  ratio 
between  the  two  standard  substances ;  and  gold  and 
silver  measured  by  wheat  and  labour."  These  two  last 
can  be  obtained  from  Effingham  Wilson  &  Co. 
Also  "  The  result  of  an  unnatural  ratio  between  gold  and 
silver,"  in  Beerbohm's  Miller's  Gazette  and  Corn  Trade 
Journal,  October  2nd  1895,  to  be  found  in  that  journal.  Since 
the  cessation  of  the  operation  of  a  legislative  fixture  of  ratio 
between  gold  and  silver  by  the  closure  of  the  mints  of  the 
Latin  Union  against  the  unlimited  reception  of  silver  from 
the  public  at  15|  parts  of  silver  to  1  part  of  gold,  the  world's 
perplexity  over  the  subject  of  money  has  been  increasing. 
To  those  political  economists  who  accept  the  writer's 
teaching  in  his  larger  works  and  in  those  just  mentioned, 
grave  misgivings  must  arise  upon  the  accepted  dogma,  "  The 
substitution  of  money  for  barter  makes  no  difference  in 
exports  and  imports,  nor  in  the  law  of  international  values." 
J.  S.  Mill,  Bk.  3,  ch.  21,  1.  It  may  be  noticed  in  passing 
that  this  most  important  basis  of  all  interchanges,  barter, 
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is  only  mentioned  in  the  contents  of  J.  S.  Mill's  "  Principles 
of  Political  Economy  "  in  the  place  just  quoted.  This  is 
what  he  says  of  it  in  his  book : — "  The  introduction  of  money 
is  a  mere  addition  of  one  more  commodity,  of  which  the 
value  is  regulated  by  the  same  laws  as  that  of  all  other  com- 
modities. We  shall  not  be  surprised,  therefore,  if  we  find 
that  international  values  also  are  determined  by  the  same 
causes  under  a  money  and  bill  system,  as  they  would  be 
under  a  system  of  barter  ;  and  that  money  has  little  to  do  in 
the  matter,  except  to  furnish  a  convenient  mode  of  compar- 
ing values.  All  interchange  is,  in  substance  and  effect, 
barter  ;  whoever  sells  commodities  for  money,  and  with  that 
money  buys  other  goods,  really  buys  those  goods  with  his 
own  commodities.  And  so  of  nations ;  their  trade  is  a  mere 
exchange  of  exports  for  imports,  and  whether  money  is 
employed  or  not,  things  are  only  in  their  permanent  state 
when  the  exports  and  imports  exactly  pay  each  other.  When 
this  is  the  case,  equal  sums  of  money  are  due  from  each 
country  to  the  other,  the  debts  are  settled  by  bills,  and  there  is 
no  balance  to  be  paid  in  the  precious  metals.  The  trade  is  in  a 
state  like  that  which  is  called  in  mechanics  a  condition  of 
stable  equilibrium."  These  paragraphs,  and  the  whole  of 
the  context  of  this  most  able  writer,  evidence  that  he  knew 
nothing  of  six  different  descriptions  of  prices  and  monetary 
and  currency  exchanges.  Assuming  that  all  countries  in  the 
eomity  of  trading  nations  possessed  a  scientific  automatic 
metal  monetary  system  of  either  gold  or  silver  (not  both,  nor 
one  here  and  another  there),  the  laws  of  barter  would  govern 
international  interchanges,  and  there  would  be  no  fault  to 
find  with  Mill's  teaching.  The  statements  made  by  this 
high  authority  are,  in  the  judgment  of  the  writer,  absolutely 
correct  if  applied  and  confined  to  current  interchanges 
within  one  country  only. 

Upon  this  vastly  important  subject  of  barter  the  writer 
may  be  allowed  to  quote  from  his  article  on  "  The  Result  of 
an  Unnatural  Ratio  between  Gold  and  Silver  "  : — 

The  internal  interchanges  of  a  country  may,  for  the 

purpose  of  embracing  almost  all  means  of  livelihood  as 

well,  be  defined  under  four  heads  : — 

1.  Services. — Labour  of  the  bodies  of  men  and  animals, 
and  of  the  minds  of  men. 

2.  Goods. — Including  animals,  raw  and  manufactured 
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animal,  vegetable  a.nd  mineral  substances;  also  motive 
power  generated  by  wind,  water,  steam,  and  electricity, 
with  or  without  an  unearned  increment. 

3.  Titles  to  Properties. — Of  all  descriptions,  with  or 
without  an  unearned  increment. 

4.  Interest  on  Accrued  Property. — Under  this  head 
might,  perhaps,  be  ranked  profits  on  banking  and  finan- 
cing, Stock  Exchange  operations,  and  the  like,  pensions 
and  charities. 

These  present  the  following  twenty  exchanges : — 

(1)  Services  for  (2)  services,  or  for  (3)  goods,  or  fur 
(4)  titles  to  properties,  or  for  (5)  interest ;  (6)  goods  for 
(7)  goods,  or  for  (8)  services,  or  for  (9)  titles  to  properties, 
or  for  (10)  interest ;  (11)  titles  to  properties  for  (12)  titles 
to  properties,  or  for  (13)  services,  or  for  (14)  goods,  or  for 
(15)  interest ;  (16)  interest  for  (17)  interest,  or  for 
(18)  services,  or  for  (19)  goods,  or  for  (20)  titles  to  proper- 
ties. These  interchanges  of  a  country  are  in  operation 
wherever  a  community  is  raised  above  barbarism. 

The  main  ingredients  of  value-giving  factors  in  goods 
and  titles  to  property  are  present  and  past  labour.  The 
basis  of  the  exchange  of  services  for  goods  is  upon  the  ratio 
of  the  labour  expended. 

The  introduction  of  an  intermediary  in  the  shape  of  a 
measure  of  value,  i.e.,  money,  or  one  consisting  of  currency 
does  not  affect  current  interchanges  in  a  country.  If  a 
high  price  is  obtained  a  high  price  has  to  be  paid.  There 
will  be  no  relative  alteration  in  the  barter  value  of  the 
goods  or  services.  These  are  operative  laws  where  there  is 
no  monopoly.  A  measure  of  value,  like  all  other  sub- 
stances or  commodities,  has  both  a  cost  value  and  an 
exchange  value.  The  tendency  of  both  gold  and  silver  is 
to  gravitate  to  their  respective  cost  values.  Though  a 
government  scrupulously  avoids  all  legislation  which  could 
possibly  confer  upon  the  substance  selected  as  the  measure 
of  value  anything  of  the  nature  of  a  monopoly,  it  is  not 
conceivable  that  the  substance  should  preserve  for  two  con- 
secutive years  the  same  comparative  average  cost  value 
measured  by  the  value-giving  factors  in  the  things  parted 
with  in  payment  for  the  same. 

International  interchanges  between  countries  in  the 
comity  of  trading  nations  carry  on  some,  if  not  all,  of  the 
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twenty  interchanges  just  enumerated  in  a  direct  or  indirect 
manner ;  the  standard  substance,  if  possessed  by  a  country, 
entering  into  the  interchanges  under  the  head  of  goods  as 
a  commodity. 

To  the  interchanges  of  the  present  day  must  be  added : — 

5.  Intermediaries,  with  which  these  interchanges  are 
effected,  of  whatever  nature  they  are,  gold  or  silver, 
coinage  or  countercharge  tokens  for  money  or  inconvertible 
paper  ;  thus  giving  5  factors  and  30  different  exchanges. 

So  important  is  it  to  industrial  states  of  society  to  rise 
above  the  infancy  of  interchanges  by  means  of  barter,  that, 
failing  scientific  automatic  metal  monetary  systems,  any 
species  of  counter  must  be  pressed  into  service  to  ostensibly, 
but  deceitfully,  do  the  work  of  a  true  measure  of  value 
and  means  of  payment.  So  that  to-day  there  are  in  the 
world  in  countries  which  have,  or  have  had,  a  definite 
weight  of  gold  here  and  a  definite  weight  of  silver 
there,  as  their  measures  of  value  seven  descriptions  of 
prices  and  six  descriptions  of  monetary  and  currency 
exchanges.  These  prices  are  as  follows :  Scientific 
gold  for  scientific  gold  (1),  or  for  scientific  silver  (2),  or  for 
gold-cum-coinage-charge  (3),  or  for  silver-cum-coinage 
charge  (4),  or  for  silver-cum-counter-charge  (5),  or  for  incon- 
vertible paper  (6),  or  for  either  gold  or  silver,  at  the  option 
of  the  payer  (7) ;  scientific  silver  for  scientific  silver  (8),  or 
for  scientific  gold  (9),  or  for  gold-cum-coinage-charge  (10),  or 
for  silver-cum-coinage-charge  (11),  or  for  silver-cum-counter- 
charge  (12),  or  for  inconvertible  paper  (13),  or  for  either  gold 
or  silver,  at  the  option  of  the  payer  (14) ;  gold-cum-coinage- 
charge  for  gold-cum-coinage-charge  (15),  or  for  scientific  gold 
(16),  or  for  scientific  silver  (17),  or  for  silver-cum-coinage- 
charge  (18),  or  for  silver-cum-counter-charge  (19),  or  for  incon- 
vertible paper  (20),  or  for  either  gold  or  silver,  at  the  option 
of  the  payer  (21) ;  silver-cum-coinage-charge  for  silver-cum- 
coinage-charge  (22),  or  for  scientific  gold  (23),  or  for 
scientific  silver  (24),  or  for  gold-cum-coinage-charge  (25),  or 
for  silver-cum-counter-charge  (26),  or  for  inconvertible 
paper  (27),  or  for  either  gold  or  silver,  at  the  option  of  the 
payer  (28) ;  silver-cum-counter-charge  for  silver-cum- 
counter-charge  (29),  or  for  scientific  gold  (30),  or  for 
scientific  silver  (31),  or  for  gold-cum-coinage-charge  (32),  or 
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for  silver-cum-coinage-charge  (33),  or  for  inconvertible 
paper  (34),  or  for  either  gold  or  silver,  at  the  option  of  the 
payer  (35) ;  inconvertible  paper  for  inconvertible  paper  (36), 
or  for  scientific  gold  (37),  or  for  scientific  silver  (38),  or  for 
gold-cum-coinage-charge  (39),  or  for  silver-cum-coinage- 
c barge  (40),  or  for  silver-cum-counter-cbarge  (41),  or  for 
either  gold  or  silver,  at  the  option  of  the  payer  (42)  ;  either 
gold  or  silver,  at  the  option  of  the  payer ;  for  either  gold  or 
silver,  at  the  option  of  the  payer  (43) ;  or  for  scientific  gold 
(44),  or  for  scientific  silver  (45),  or  for  gold-cum-coinage- 
charge  (46),  or  for  silver-cum-coinage-charge  (47),  or  for 
silver-cum-counter-charge  (48),  or  for  inconvertible  paper 
(49). 

The  six  first  currency  factors  just  indicated  alone  enter  into 
the  foreign  and  colonial  exchanges  of  the  world.  Five 
European  countries — France,  Italy,  Belgium,  Switzerland,  and 
Greece — form  the  Latin  Union,  and  their  monetary  statutes 
bear  upon  them  the  law  of  bimetallism,  or  the  legislative 
fixture  of  ratio  in  the  proportion  of  15^  parts  of  silver  to  one 
part  of  gold,  the  unlimited  reception  at  the  mints  and  by  the 
Governments  of  both  metals  at  this  ratio,  and  the  appoint- 
ment of  either  metal  as  unlimited  legal  tender,  the  choice  of 
the  metal  to  be  left  to  the  payer  or  purchaser.  Since  the 
cessation  of  effective  bimetallism  in  tbe  world  on  the  break- 
down of  the  legislative  fixture  of  ratio  in  1873,  three 
of  the  five  countries — France,  Belgium,  and  Switzerland 
— numbering  48  millions  of  people,  conduct  their  inter- 
national trade  upon  an  effective  gold  standard  ;  Holland 
and  Scandinavia  also  possess  effective  gold  monetary 
systems  for,  say,  15  millions  of  people.  The  German 
Empire  possesses  an  effective  gold  monetary  system  for  50 
millions  of  people.  For  almost  all  the  rest  of  Europe, 
numbering  191  millions  of  people,  the  currency  is  incon- 
vertible paper.  It  is  thus  seen  that,  whilst  in  Europe  to-day 
113  millions  of  people  use  effective  gold  standards,  191 
millions  of.  people  use  inconvertible  paper.  On  the  seaboards 
in  countries  in  the  East  and  West,  tbere  are  scientific  silver, 
or  effective  silver-cum-coinage  charge,  currencies  for  400 
millions  of  people,  whilst  there  are  countries  in  the  East 
where  the  currency  for  international  interchanges  consists 
of  silver-cum-counter  charge  for  226^  millions  of  people. 
Now  upon  Mill's  dogma,  "  That  the  substitution  of  money 
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for  barter  makes  no  difference  in  exports  and  imports,  nor 
in  the  law  of  international  values,"  Bagehot,  as  the  teacher 
of  contemporary  and  future  students  of  political  economy, 
gave  forth  another  dogma,  viz.,  "  In  che  event  of  a  fall  in  the 
gold  price  of  silver,  there  must  be  a  rise  of  general  prices  in 
silver  standard  countries."  Upon  Mill's  dogma  this  was 
a  very  proper  sequence.  But  Mill  never  contemplated 
more  than  one  monetary  system,  or  as  good  as  one 
monetary  system  for  the  world,  or,  if  he  did,  he 
probably  did  not  know  how  inconvertible  paper  might  act. 
Observation  of  the  occurrences  which  have  taken  place  since 
1873  have  driven  it  home  upon  the  minds  of  experts  in  the 
foreign  and  colonial  exchanges,  and  the  traders  between 
silver  standard  and  inconvertible  paper  currency  countries, 
and  effective  gold  standard  countries,  that  prices  have  not 
risen  in  the  former  countries  correlatively  with  the  fall  in 
the  gold  price  of  silver  and  the  rise  in  the  silver  price  of 
gold  ;  and  that  the  adjustment  absolutely  necessary  on  each 
import  and  export  of  goods  in  gold  standard  countries 
between  such  country  and  countries  possessing  silver 
standards  or  inconvertible  paper  currency,  was  partially,  if 
not  largely,  made  by  a  fall  of  prices  in  gold  standard 
countries.  The  mechanism  by  which  this  has  been  effected 
has  been  pointed  out  by  the  writer  in  his  memorandum  to 
the  Eoyal  Gold  and  Silver  Commission  of  1886-9,  page  98  of 
the  appendix  to  the  final  report,  and  in  several  of  his  sub- 
sequent writings,  and  last  repeated  on  pages  23  and  24  of 
his  lecture  delivered  the  29th  May.  The  charge  which  the 
writer  brings  against  political  economists  and  tbe  world  at 
large  is,  that  they  have  no  skill  in  bullion  and  coin,  or  at 
least,  no  evidence  is  found  of  it  in  the  writings  of  mono- 
metallists  and  bimetallists,  be  they  political  economists  or 
not.  All  men  who  would  understand  the  terms  and  con- 
ditions of  international  interchanges  must  know  the  work- 
ing of  the  fifty-six  international  foreign  and  colonial 
monetary  and  currency  exchanges  and  their  necessary  effects 
upon  prices.  They  will  find  that  there  may  be  monetary 
and  currency  interchanges  without  the  international  inter- 
change of  some  other  thing  for  some  other  thing.  But 
there  cannot  be  an  international  interchange  of  one  thing 
for  another  thing  without  an  international  monetary  or  cur- 
rency interchange  at  the  same  time  affecting  the  prices  of 
the  things. 
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In  the  columns  of  the  Pall  Mall  Gazette  of  the  11th  Jan. 
1894,  under  the  head  of  "  Living  Wage,  Prices  and  Money 
Value,"  the  writer  advanced  the  following  : — 

"  That,  since  1873,  neither  gold  nor  silver  have  done  their 
work  by  their  value  as  intermediaries  in  effecting  inter- 
changes, excepting  for  gold  and  gold  securities  in  gold 
standard  countries,  and  for  silver  and  silver  securities  in 
silver  standard  countries.  Therefore  they  have  not  fulfilled 
their  function  as  money  or  measures  of  value.  The  prices  of 
both  gold  and  silver,  measured  by  commodities  generally 
should  be  much  lower  than  they  are  ;  or,  in  other  words,  the 
prices  of  commodities  measured  by  gold  and  silver  should  be 
much  higher  than  they  are. 

"  That  the  cost  of  the  production  has  declined,  and  the 
quantity  obtained  from  the  earth  has  increased  since  1873, 
that  this,  combined  with  the  great  fall  in  gold  prices,  the 
increased  use  of  substitutes  for  gold,  and  the  loss  of  a  gold 
standard  by  some  nations,  must,  from  the  quantity  theory 
point,  have  vastly  added  to  the  efficiency  of  gold. 

"  That  the  production  of  silver  has  enormously  increased, 
and  that  the  cost  of  production  has  equally  with  gold 
declined. 

"  That  general  prices  in  gold  standard  countries  have 
declined  pretty  much  in  the  same  proportion  to  the  decline 
in  the  gold  price  of  silver. 

"  That,  as  a  broad  statement,  it  may  be  accepted  that 
prices  in  effective  silver  standard  countries  have  not  risen. 
If  at  all,  nothing  like  in  proportion  to  the  fall  in  the  gold 
price  of  silver. 

"That  in  effective  gold  standard  countries  prices  of 
imports  and  exports  have  dominated  internal  prices ;  that 
the  import  and  export  prices  in  these  countries  have  directly 
or  indirectly  been  governed  by  the  import  and  export  prices 
prevailing  on  the  seaboard  of  effective  silver  standard 
countries. 

"  That  in  countries  with  an  effective  silver  standard  on 
the  seaboard,  internal  prices  have  dominated  import  and 
export  prices." 

Permit  the  writer  to  draw  the  attention  of  your  readers  to 
a  series  of  tracts,  of  15  to  38  pages  each,  commeDced  in 
December  1894,  and  proceeding  since  at  the  rate  of  two  a 
month,  on  "  Sound  Currency,"  dealing  with  money  and  note 
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issues  payable  on  demand.  These  tracts  are  produced  by 
the  Sound  Currency  Committee  of  the  Eeform  Club,  New 
York,  at  their  office  52  William  Street,  subscription  a 
dollar  a  year,  and  the  price  to  subscribers  5  cents  a  copy. 
They  are  mostly  by  different  writers,  and  certainly  claim  the 
attention  of  all  students  of  money  and  note  currency.  That 
which  has  particularly  claimed  the  attention  of  the  writer 
is  "A  stable  monetary  standard — a  problem  in  practical 
science,"  by  Henry  Farquhar.  He  gives  diagrams  showing 
reciprocal  variations  in  gold  and  silver  in  each  of  the  three. 
The  first,  besides  gold  and  silver,  U.S.A.  export  prices,  19 
commodities  and  11  foods.  The  second,  besides  gold  and 
silver,  U.S.A.  prices  of  foods,  commodities  generally, 
Economist  prices,  wages  in  the  U.S.A.,  France  and  Germany. 
The  third,  besides  gold  and  silver,  Sauerbeck's  45  commodi- 
ties (19  foods)  and  21  Economist  prices  from  1850.  Under  the 
interpretation  of  these  curves  he  has  made  important 
remarks.  May  the  writer  briefly  indicate  their  direction  ? 
— The  upper  diagram  shows  that  prices  have  followed 
silver  and  not  gold.  The  middle  diagram  likewise,  for  it  is  by 
direction  that  we  must  judge,  not  position.  The  lowest  diagram 
shows  the  same  thing  for  England,  with  even  greater  emphasis, 
general  prices  having  fallen  there  relatively  even  to  silver ; 
though  this  is  less  marked  with  the  Economist  than 
with  the  Sauerbeck  figures  .  .  .  "As  a  representative  of 
prices  about  1860,  as  the  middle  diagram  shows  us,  gold  has 
for  the  last  eighteen  years  answered  very  well  indeed  in  the 
U.S.A.  It  has  the  same  purchasing  power  that  it  had 
then,  far  more  nearly  than  silver  has.  But,  strangely 
enough,  the  same  rule  does  not  hold  for  England.  These 
prices  still  follow  silver,  and  keep  strikingly  close  to  it,  if  we 
consider  how  careful  that  country  has  long  been  to  accept 
only  gold  as  its  measure  of  values.  What  is  the  reason  of 
this  difference  ?  .  .  .  The  explanation  is  found  .  .  . 
in  our  revenue  legislation,  which  then  underwent  its  most 
significant  modifications."  One  of  his  heads  is,  "  The  Gold 
Standard  Inevitable."  Under  the  practicability  of  bimetal- 
lism he  quotes  and  comments  upon  "  Bimetallism :  a 
Tract  for  the  Times,"  by  Francis  A.  Walker.  He 
admits  the  fairness  of  General  Walker's  opening, 
which  is  as  follows :  —  "  Three  successive  questions 
are  involved  in  the  problem  of  bimetallism.    First,  is  it 
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economically  desirable,  and  this  in  a  high  degree  ?  Second,  is 
it  economically  practicable — that  is,  if  the  system  were  set  up, 
would  it  work  successfully  under  the  normal  operation  of  the 
principle  of  self-interest  without  any  help  from  philanthropy 
or  public  spirit,  or  patriotism  ?  .  .  .  .  Third,  is  it  politically 
and  diplomatically  possible— that  is,  can  the  consent  and 
co-operation  of  a  sufficient  number  of  nations  be  secured  to 
set  up  and  sustain,  if,  indeed,  it  be  economically  prac- 
ticable?" Mr.  Farquhar's  comment  on  this  is,  "General 
Walker's  second  question  is  admirably  stated,  but  his  dis- 
cussion of  it  gives  no  satisfactory  answer."  We  shall  not 
all  agree  to  the  last  sentence  of  his  conclusion  to  his 
pamphlet:  "  In  a  total  abandonment  by  the  Government  of 
its  power  to  declare  a  legal  tender  for  private  debts,  is  to  be 
found  the  true  practical  solution  of  this  problem,  a  stable 
monetary  standard." 

It  is  requisite  for  every  country  which  aims  at  the  continuous 
possession  of  a  scientific  automatic  gold  standard  currency  to 
keep  sufficient  reserves  of  the  standard  substance  in  bullion  or 
coin  to  meet  state  or  bank  notes  on  demand,  in  the  times  of 
distrust  of  these  promises  to  pay  the  standard  substance  on 
demand. 

A  careful  study  of  the  quotation  from  Mill  herein  given 
satisfies  the  writer  that  this  excellent  general  authority  had  no 
conception  "  That  nothing  leaves  a  country  without  being 
as  good  as  weighed  out  against  the  standard  substance  of  the 
country,  or  measured  out  against  its  currency,  of  whatever 
nature  it  may  be,  and  that  the  same  thing  is  treated  in  the  same 
way  in  the  country  which  imports  it."  Currency  has  this 
most  important  function,  besides  adjusting  balances. 

I  would  refer  your  readers  to  Professor  Bastable's  "  Theory 
of  International  Trade,"  Dublin,  1887. 

Yours,  &c, 

J.  H.  Norman. 
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Republished  from  The  Accountant,  Nov.  2  1895. 

INTERNATIONAL    INTERCHANGES  BY    MEANS  OF 
BARTER,  AND  BY  MEANS  OF  MONETARY  AND 
CURRENCY  INTERMEDIARIES. 


Sir, — I  shall  be  much  obliged  if  you  will  kindly  give  inser- 
tion to  this  letter  in  your  valuable  journal. 

Supply  and  demand  are  the  immediate  governors  of  the 
ratio  at  which  one  thing  will  exchange  for  another  thing. 
There  are,  consequently,  nine  descriptions  of  interchanges. 
One  thing  at  cost  value  for  another  thing  at  cost  value — (1), 
or  for  another  thiHg  at  more  than  its  cost  value — (2),  or  for 
another  thing  at  less  than  its  cost  value — (3),  one  thing  at 
more  than  its  cost  value  for  another  thing  at  more  than  its 
cost  value — (4),  or  for  another  thing  at  its  cost  value — (5),  or 
for  another  thing  at  less  than  its  cost  value — (6),  one  thing  at 
less  than  its  cose  value  for  another  thing  at  less  than  its  cost 
value— (7),  or  for  another  thing  at  its  cost  value — (8),  or  for 
another  thing  at  more  than  its  cost  value — (9). 

The  ultimate  governor  of  the  ratio  at  which  the  vast  mass 
of  material  things  will  interchange  is  cost  of  production.  Cost 
of  production  may  be  defined  as  value-giving  factors  in  the 
thing  produced.  I.  Value-giving  factors  in  the  shape  of  present 
labour  in  the  production  of  such  things  as  do  not  require  the 
application  of  capital,  or  the  payment  of  rent,  interest,  or 
other  charge  than  the  support  of  the  labourer  during  the 
process  of  production  to  the  time  of  the  interchange  of  the 
things  produced.  II.  Value-giving  factors  in  the  shape  of  past 
and  present  labour  used  in  the  production  of  such  things  as 
require  the  application  of  capital,  and  the  payment  of  rent 
and  interest,  besides  the  support  of  the  labourer  during  the 
process  of  production  to  the  time  of  the  interchange  of  the 
thing  produced. 

A  hitherto  undisputed  dogma  of  political  economy  is  "  That 
the  substitution  of  money  for  barter  makes  no  difference  in 


62 


exports  or  imports,  nor  in  the  law  of  international  values," 
J.  S.  Mill,  Book  3,  ch.  21,  1.    In  the  light  of  experience, 
especially  since  1873 — the  commencement  of  the  period  of 
the  vastly  altered  ratio  between  gold  and  silver — it  may  be 
questioned  whether  this  teaching  is  not  erroneous.  With  regard 
to  the  internal  interchanges  of  one  country,  the  maintenance 
of  an  effective  gold  intermediary  in  no  way  affects  the  condi- 
tions of  current  interchanges  by  means  of  barter.    If  a  high 
price  is  paid  a  high  price  has  to  be  given,  and  if  a  low  price  is 
paid  a  low  price  has  to  be  given.    This  is  not  the  place  to 
enter  upon  the  effect  of  the  altered  purchasing  power  of  the 
intermediary  upon  deferred  obligations,  a  large  and  most 
serious  subject.    The  same  rule  would  hold  good  in  countries 
where  prices  consist  of  an  effective  silver  intermediary.  There 
is  no  evidence  to  show  that  Mill  knew  of  more  than  one  inter- 
mediary, or  as  good  as  one  only,  entering  into  the  world's 
prices.    We  now  know  that  there  are  six  intermediaries.  We 
also  realise  that  the  altered  ratio  between  gold  and  silver 
operating  through  the  foreign  and  colonial  exchanges  has 
enabled  effective  silver  standard  countries  to  undersell  their 
products  in  gold  standard  countries.     We  further  know  that 
the  inconvertible  paper  prices  of  more  than  245  millions  of 
people  of  different  countries  has  the  like  injurious  effect  in 
gold  standard  countries.    Both  these  intermediaries,  cheap 
silver  and  inconvertible  paper,  as  well  as  the  intermediary 
consisting  of  silver-cum-countercharge,  have  a  tendency  to 
destroy  the  industries  which  are  carried  on  in  gold  standard 
currencies,  if  they  are  also  carried  on  in  countries  using  the 
three  other  intermediaries.    If  this  is  the  conclusion  which 
cannot  be  escaped,  and  the  cause  is  tracked  to  the  wretched 
intermediaries  at  present  used  in  the  world,  the  general  under- 
standing upon  the  subject  will  be  sufficiently  enlarged  to 
commence  the  labour  of  discovering  a  remedy.    It  would 
appear  to  be  intimately  wound  up  with  the  world's  field  of 
wages.    I  have  never  met  anything  in  the  writings  of  political 
economists  in  dispute  of  Mill's  dogma.      Of  course,  if 
Mill  is  right,  Bagehot  would  be  right  in  his  dogma,  viz., 
"  That,  given  a  fall  in  the  gold  price  of  silver,  there  must  be  a 
general  rise  of  prices  in  silver  standard  countries."    But  we 
all  know  that  Bagehot  was  wrong.    In  the  Journal  of  the 
British  Economic  Association  for  June  1895,  under  the  head 
of  "  Professor   Lexis  on  Bimetallism,"  there  appears  the 
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following  :— For  I  have  already  pointed  out  that  differences 
in  the  exchanges  play  only  a  relatively  subordinate  part  in 
this  competitive  struggle,  and  have  set  forth  that  the  finan- 
cially rotten  paper-standard  currencies  even  under  bimetallism 
would  not  attain  to  stable  metallic  currency."  I  have  written 
to  the  Professor  on  this,  and  am  at  present  without  a  reply. 
On  page  93  of  the  final  report  of  the  Eoyal  Gold  and  Silver 
Commission  1886-9,  there  is  a  memorandum  by  Sir  Thomas, 
now  Lord  Farrer,  as  follows  :— "  I  wish  to  add  for  the  sake, 
not  of  dissent,  but  of  distinctness,  that  I  do  not  believe  that 
the  change  in  the  relations  between  gold  and  silver  currencies 
has  lowered  English  prices."  I  find  a  memorandum  of  my 
own  on  this  final  report  dated  March  20th  1889  :  "  I  fail  to 
find  a  trace  of  the  possession  of  '  a  masterly  skill  in  bullion 
and  coin'  by  a  single  commissioner  of  the  twelve  who  signed 
the  report.  One  of  the  most  active  of  the  commissioners 
informed  me  that  he  did  not  understand  the  exchanges,  and 
that  possibly  my  evidence  on  this  branch  of  the  monetary 
question  might  be  desired  by  the  commissioners." 

Upon  the  recognition,  by  responsible  statesmen  and  political 
economists,  that  at  the  present  moment  the  interchanges  of 
the  world  are  carried  on  by  means  of  six  different  inter- 
mediaries ;  that  these  different  intermediaries  enter  into  all 
international  interchanges  of  commodities  for  commodities, 
and  of  necessity  must  alter  prices  somewhere ;  they  will 
recognise  the  tremendous  dilemma  the  world  is  in  through 
the  miserable  condition  of  its  currencies,  and  they  will  strive 
to  devise  some  means  to  effect  a  remedy, — the  statesmen  of 
each  state  for  the  protection  of  its  own  industries. 

It  will  be  interesting  to  give  the  populations  of  the  inter- 
national trading  world  under  four  heads,  indicating  the 
intermediaries  used  by  them. 

I.  Effective  gold  :  gold-cum-coinage  charge  included. — 
254  millions,  of  whom  115  millions  on  the  continent  of 
Europe. 

II.  Effective  silver :  silver-cum-coinage  charge  included. 
— 400  millions,  in  Persia,  the  East,  and  Mexico. 

III.  Silver-cum-counter  charge. — 266  millions,  of  whom 
226  millions  in  British  India,  Ceylon,  and  Mauritius. 

IV.  Inconvertible  paper. — 245  millions,  of  whom  202 
millions  on  the  continent  of  Europe. 
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I  would  refer  your  readers  to  Chapter  III.  on  "  Money  in 
International  Trade,"  by  Professor  C.  F.  Bastable  in  his 
°  Theory  of  International  Trade,"  Dublin  1887,  and  would 
conclude  this  letter  with  an  extract  from  my  memorandum  on 
"  Prices,"  printed  in  the  proceedings  of  the  Eoyal  Gold  and 
Silver  Commission  1886-9 :  "  The  genius  who  may  devise 
some  means,  without  an  overt  or  covert  attempt  at  a  fixed 
relation  between  gold  and  silver,  to  relieve  debtors  from  the 
additional  burden  which  the  breakdown  of  the  monstrous 
delusion  of  bimetallism  has  entailed,  and  without  injuring 
the  residents  of  Great  Britain  and  other  countries  which  may 
be  similarly  situated,  will  earn  a  very  prominent  niche  in  the 
Walhalla  of  the  nations  of  the  world." 

Yours,  &c, 

J.  H.  Norman. 


Oct.  mh  1895. 
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Mr.  Norman's  writings  on  Money,  &c,  between  1882  and 
1893  are  tabulated  in  bis  "  Beady  Reckoner  of  the  World's 
Exchanges."  The  following  are  those  which  have  appeared 
since  1893.  Pamphlets — A  lecture  on  "  Money  :  What  it  is 
and  how  it  does  its  work,"  April  4th  1894,  appeared  in  The 
Accountant,  and  is  bound  up  in  the  records  of  the  Chartered 
Accountants  Students'  Society  of  London,  to  whom  it  was 
delivered.  A  lecture  on  "  Prices  and  Foreign  and  Colonial 
Exchanges ;  also  Prices  as  affected  by  an  altered  Ratio 
between  Gold  and  Silver,"  May  29th  1895.  "  The  Science 
of  Money,  with  investigations  into  Bimetallism ;  also 
the  probable  future  natural  ratio  between  the  two 
standard  substances ;  and  gold  and  silver  measured  by 
wheat  and  labour,"  July  1895.  These  two  last  can  be 
obtained  of  Effingham  Wilson,  Royal  Exchange.  A  tract  on 
the  "  Science  of  Money,"  June  1894,  which  appeared  in 
The  Accountant,  Bullionist,  and  other  papers.  In  the 
London  Chamber  of  Commerce  Journal,  "  The  World's 
Monetary  and  Currency  Systems  in  1894,"  January  1895. 
In  The  Accountant,  "  Currency  and  Corn,"  diagram  showing 
the  effect  on  wheat  by  an  altered  ratio  between  gold  and 
silver,  January  25th  1895.     "  United  States  Mint  Report, 

1894,  "  February  1895.  "  Metallism  for  Money," 
February  1895.  "  The  prices  and  the  foreign  and 
colonial  monetary  and  currency  exchanges  of  the 
World,"  April  1895.  "Daily  ratio  between  gold 
and  silver,"  September  28th  1895 ;  "  International 
interchanges  by  means  of  barter  and  by  means  of 
monetary  and  currency  intermediaries,"  November  1895  ; 
"  The  effect  upon  international  interchanges  produced  by 
the  combined  operation  of  prices  and  monetary  and  currency 
exchanges,"  November  23rd  and 30th ;  December  7th and  14th, 

1895.  Bullionist,  "  Something  must  be  done,"  March  1895  ; 
"  Ratio  of  silver  to  one  of  gold,  past,  present,  and  future," 
May  1895  ;  The  Millers'  Gazette  and  Corn  Trade  Journal, 
"Progression  in  the  comprehension  and  working  of  the 
world's  monetary  exchanges,"  April  1895  ;  "  Basis  for  in- 
struction upon  the  world's  prices,"  May  1895;  "The 
result  of  an  unnatural  ratio  between  gold  and  silver," 
October  1895.  South  American  Journal,  "Ratio  of  Silver  to 
one  of  Gold,"  September  1895.  Bankers'  Magazine,  "The 
Currency  Problem.  Is  it  False  Political  Economy?" 
November  1895. 
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